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PROSPECTS FOR DEVELOPMENT OF COUNTRIES IN THE 
FAR EAST AND SOUTH EAST ASIA 


In the post-war economies of Far 
Eastern countries a new emphasis has 
been laid on the development of inter- 
regional trade and as the political ties 
binding the colonial territories in this 
part of tha world to the metropolitan 
powers are increasingly loosened this 
trend towards intensification of com- 
mercial relations among these coun- 
tries appears only logical. Before the 
outbreak of the Second World War re- 
lations between Far Eastern countries 
were largely of a bilateral nature, con- 
fined to groups of countries within 
close proximity to each other. This is 
pointed out in the Economic Survey 
which has recently been completed by 
the United Nations’ Economic Commis- 
sion.for Asia and the Far East. While 
the British territories in the Far East 
and in the whole of Asia were enjoy- 
ing intimate trade relationships, the 
Survey states, other countries in this 
area did not‘ develop inter-regional 
trade. The only exception was Japan, 
the most highly industrialised country 
in Asia, which played a dominant role 
as a supplier of consumer and capital 
goods, in return for the import of food 
and raw materials. 

Although it appears as an exaggera- 
tion to state that inter-regional trade 
in the Far East was small—there al- 
ways was, as a matter of fact, a large 
volume of trade because of the vast 
aggregations of population and the 
migration of people from one country 
to another—the new trend after the end 
of war is changing the pattern of trade 
as known previously. There are made 
conscious efforts to foster foreign com- 
merce betwean all countries of Asia 
but whether such efforts will bring re- 
sul‘s, in view of the economic back- 
wardness of the whole area with the 
‘sole exception of Japan, remains to be 
seen. 


The Survey then states:—In any 
case, the war has greatly altered the 
situation. The changed political status 
of Asian countries combined with the 
reduced economic strength of their 
fcrmer metropolitan powers and the 
increased . desire to promote greater 
inter-regional trade, has brought the 
countries of Asia together much closer. 
The trend towards diversification and 


industrialization, and the development 
of national resources will, over a period 
of time, undoubtedly strengthen the 
ties based on proximity and natural 
economic factors. It is only to be ex- 
pected that as the region becomes more 
and more industrialized, the channels 
of trade will be increasingly directed 
along regional frontiers. 


Economic Features of Countries in 
the Far East and South East Asia 


The Survey of the United Nations’ 
ECAFE lists the principal features of 
the: area with which it deals as 
follows:—low national income; exces- 
sive dependence upon agriculture; lack 
of diversification of economy; a high 


degree of population pressure; and 
litt'e industrialization. 
The estimates of national income 


reveal that aven the low pre-war levels 
of income have not been maintained. 
In the few countries where national in- 
comes increased, they have been offset 
by growth of population. The failure 
of agriculture to contribute its share 
to the national income is one of the 
basic elements in the situation. In an 
economy where agriculture plays such 
a large part, fluctuations in agricultural 
production are bound to cause hardship 
to the people already on low margins 
of subsistence. Japan was the one 
country before the war in which the 
proportion of income derived from 
manufacture was higher than that con- 
tributed by agriculture. In every other 
country, the contribution made by agri- 
culture to the national income is large, 
ranging from 52 per cent in India to 
about 76 per cent in Indonesia. 

The pressure of population on the 
means of subsistence is one of the most 
disturbing factors and this pressure 
has, on account of the failure of pro- 
duction to recover to pre-war levels, 
increased. While the growth of popu- 
lation has been steady and continuous, 
production, has not only not caught up 
but has in several countries declined 
below the pre-war level. 

The occupational distribution of the 
people in these countries is another 
aggravating circumstance. The  per- 
centage of population depending upon 


agriculture and fishing ranges from 6: 
per cent in Malaya to about 89 per cent 
in the Philippines, the only country 
with a proportion less than 50 per cent 
being Japan. All efforts towards in- 
dustrialization even in countries like 
India and China have not resulted in 
any reduction in the dependence of the 
population upon agriculture. The aver- 
age density of population is 60 per 
square kilometre but there is diversity 
in density among the different coun- 
tries as well as among the different 
parts in each of them. Considering the 
land area available, for a long time to 
come, until resources are fully develop- 
ed, the pressure of population will re- 
main severe. The possibilities of re- 
distributing population within the 
country exist and this is especially true 
of Indonesia, the Philippines and Indo- 
China, but the scope is limited and a 
lot of expenditure would be involved 
in the process of such transfer, beyond 
the capacities of these countries. Be- 
fore the war, this region afforded scope 
for movements of population between 
the countries; for instance, the migra- 
tion of Chinese workers into various 
countries of the region, of Indians to 
Malaya, Singapore, Burma and Ceylon, 
opened outlets for surplus population. 
But as each country in the region be- 
comes politically free, there is an un- 
derstandable desire to restrict the num- 
ber of such immigrants. 

The outlet for surplus population be- 
ing closed, one way by which the pres- 
sure of population may be reduced 
would be a reduction in the rate of the 
natural increase of population, but here 
the position is discouraging. Through- 
out this region, with only minor ex- 
ceptions, although both the birth rate 
and death rate are high, the natural 
increase rate per annum varies from 
0.8 to 2.5 per cent, and unless this rate 
decreases in the course of some years, 
it is doubtful whether even if improve- 
ments take place through industrializa- 
tion and agricultural reorganization, 
they would not be Jost. through in- 
creases in population. The problem is 
urgent. 

Some improvement in agriculture 
and industry is recorded but the pro- 
cess of recovery is slow. The recovery 
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in production is considerable only as 
compared to 1946, but compared to 
pre-war, the production is far behind. 
The decline in industrial and commer- 
cial crops, particularly in raw cotton, 
has led to slower recovery of industrial 
production. Slight improvements in 
indus‘rial production are noticeable in 
soms countries but everywhere on ac- 
count of political and economic uncer- 
tainties, rehabilitation and recovery 
have been hampered. The deteriora- 
. tion in the clotning§ situation ranks 
only next to the food shortage as one 
of the major post-war difficulties. 
Apart from political difficulties and 
unrest, and unsetilement caused by 
civil war in China, the economic 
‘causes avising from lack of essential 
materials and equipment are signifi- 
cant. 


Transport was one of the things 
damaged in nearly all countries of the 


region and its restoration has been 
hampered by the same _ difficulties 
which mili‘ated against the speeding 


up of industrial and agricultural pro- 
duction. The railway lines that were 
displaced have not been opened to 
traffic and only about 53 per cent of 
the pre-war railways in six war- 
devastated countries of the region 
(Burma, China, Indo-China, Indonesia, 
Malaya and the Philippines) were open 
to traffic in 1946-7. The lack of rolling 
stock is another serious hindrance to 
their full utilization and this has be- 
come unfit for use. In most countries 
of the reg'on. there has been a certain 
amount of planning of reconstruction 
and development but those plans have 
been held up on account of the difficul- 
ties of getting essential imports. 

The foreign trade position of most of 
the countries is unsatisfactory; many 
are struggling with deficits and how- 
ever much they have tried to reduce 
imports, they have not succeeded in 
effecting a proper trade balance. The 
export capacity has also declined and 
hence the volume of foreign trade _ is 
on a lower level than what it was be- 
fore the war. Some countries have 
sought to maintain equilibrium by 
drawing on foreign balances, others 
have had recourse to foreign loans; but 
it is clear that the fundamental factor 
that has operated to accentuate the 
difficulties all round is the fall in pro- 
partion and the difficulties in restoring 
ahi 


The standard of living of the people 
in the Far East which has been very 
jow has become lower in the years 
qguring and after the war. Money 
wages in every country have gone up 
but except in a few countries, real 
wages have ‘lagged far behind on ac- 
count of the inflationary conditions 
prevailing in the region as a_ whole. 
One of the causes which have led to 
See tailiy ein: roduction has been 
industrial unrest in the countries of the 
region. Apart from the failure of wages 
to keep pace with inflationary price 
Jevels, there has been a_ considerable 
degree of unemployment arising out of 
the failure to absorb workers who were 
demobilized after the war. Unemploy- 
ment has increaséd in nearly all the 
countries of the region and this com- 
bined with general social factors mili- 
tating against willingness to work has 
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THE FOOD PROBLEM AND THE SCARCITY 
IN FAR EASTERN COUNTRIES 


Food shortages in most Far Eastern 
countries have persisted throughout 
1°48 and current developments in 
China, where the civil war is raging 
fiercer than ever, in Indochina, Indo- 
nesia and Burma discourage hopes for 
an early improvement in the supply 
position. Since the termination of 
hostilities over 3 years of anxiety have 
passed but today the outlook for a 
generally higher food production and 
better distribution among the people 
of the world appears as problematical 
as ever. The last few years of peace 
and “cold war” have seen world-wide 
shortages especially of agricultural 
and forestry products, on a scale as 
unparalleled as it was unforeseen. 
From 1945 until mid-1947 the crisis 
was. generally expected to be over 
within a few months or after the next 
harvest; it was called a “short-term” 
crisis. Only during the past twelve 
months have governments come to re- 
gard it as something more persistent. 

Perhaps the major error lay in an 
underestimation of the degree and 
extent of war damage in Europe and 
Asia. Destruction was more  wide- 
spread and far-reaching than in World 
War I. Not only did agricultural pro- 
duction in these continents decline, re- 
sulting in reduced consumption levels 
and virtual elimination of Asia’s food 
exports, but the dislocation of manu- 
facturing industry left Europe and 
Japan with little to export and farmers 
in Asia and other areas with few in- 
centive goods from the customers 
needing the food. In particular, the 
collapse of Germany -and Japan and 
their present inability to export or 
import has left an economic vacuum 
which gravely affects countries with 
which they had had close commercial 
relationships. Thus, not only were de- 
ficit countries more deficit, but many 
of their former suppliers were no 
longer in export business. 


brought about a situation which calls 
for urgent action. 

There is no easy way by which these 
countries can secure an improvement 
in their standards of living. Some of 
the factors that have depressed living 
standards are more fundamental; the 
relation between population and re- 
sources, the low level of economic and 
industrial organization, lack of techni- 
cal knowledge, insufficient capital 
equipment, archaic methods of produc- 
tion, poverty, ignorance and insanitary 
conditions, all these are not amenable 
te immediate or short-term treatment. 
They require a continuous expenditure 
of resources and time if they are to 
be treated adequately. MucHK more 
fruitful results will follow if, instead 
of scattering available resources at ail 
points, efforts are directed towards 
bringing about improvements in speci- 
fic directions. The increase in food and 
agricultural production, increase in 
textiles and the restoration of trans- 


port offer immediate scope for useful 
action, 


Just as the loss and deterioration of 
capital have been greater than at first 
realized, so also has been the effort 
needed for reconstruction. Full em- 
ployment is found almost everywhere 
—in the -vecovering countries of 
Europe and the Far East, in the de- 
veloping countries of Latin America, 
and in the expanding countries such 
as the United States of America and 
Canada. Large money incomes are 
being generated, but the output of 
consumption goods is quite inadequate 
to ma‘ch the level of consumer pur- 
chasing power. The inflationary situa- 
tion, aggravated in many cases by 
premature removal of controls, has 
spread around the world. Food short- 
age itself makes a major contribution 
to the inflation since consumer de- 
mand for food is stronger than for 
other ‘goods and therefore, in the ab- 
sence of controls, food prices press 
upward, pushing the cost of living up 
too, with consequential upward pres- 
sure on wages. The inflation is now 
seen to be more persistent and pro- 
tracted than was anticipated, and the 
early attempts to control it in some 
countries are breaking down. 


A third phenomenon arising out of 
the war is a geographic shift of wealth. 
Whille Europe, Asia, and in some re- 
spects Africa each suffered a setback 
jn World War II, the countries of the 
Western Hemisphere, particularly the 
United States, have increased their 
output and their equipment for pro- 
duction. This shift, so especially 
marked in respect of food and indus- 
trial equipment, may be temporary 


only in part; to the extent that it 
proves permanent it creates special 
payments’ difficulties. For unless, 
when Europe and Asia once again 


have products to offer, the Western 
Hemisphere is willing to import on a 
large enough scale to rectify the 
balance of payments, that problem, 
like the food problem, may prove to 
be more persistent than temporary. 


A fourth new phenomenon is the in- 
creasing degree of political indepen- 
dence, especially in many low-income 
countries of the Far East. The new 
authorities naturally express im- 
patience with existing living standards 
and make efforts to begin improving 
them. Furthermore, the war-induced 
economic changes have increased the 
purchasing power of rapidly expand- 
ing city populations. As a result, the 
low-income countries have made 
claims for larger quantities of food, 
claims which Africa and South 
America have fulfilled Jargely, but 
which the Far East has been unable 
to meet despite its change-over from 
a food-exporting to a food-importing 
region. 

A fifth factor is the new attitude of 
governments and the public toward 
food. During the war many govern- 
ments assumed special responsibility 
for their people’s food supplies. and in 
a number of countries this policy has 
continued. The public became food 
and nutrition conscious during the 
war; realizing for the first time that 
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enough food of the right kinds could 
effect a major improvement in health 
and that food production and distribu- 
tion shouid be organized to this end. 

One expression of this new attitude 
toward food and agriculture was the 
establishment of the Food & Agricul- 
ture Organisation of the United 
Nations (FAO), now just 3 years old. 
Since this a‘titude is basic to the work 
of FAO it is worth recalling that the 
new approach is a direct outcome of 
the avivances in biological research 
during the last 50 years. Up to the 
end of the last century the knowledge 
of nutrition comprised mainly the 
quantita‘ive elements. Food was con- 
sidered as fuel, and its value express- 
ed in calories. Around the turn of 
the last century the importance of 
qualitative food factors—the impor- 
tance of the so-called vitamins (and 
also qualitative factors of a different 
type in proteins, etc..—began to be 
understood. 

It became apparent that a defi- 
ciency of these factors is followed by 
very distinct disturbances of the 
health of man and also of domestic 
(farm) animals. Only gradually was 
it understood that a_ relatively small 
scarcity of each of these factors de- 
creased the evolution, growth, and 
health of the body and its resistance 
against stress (physical or psycho- 
logical) and against infection. Finally 
it was realized that malnutrition, even 
in a degree far from actual hunger, 
tends to make people inefficient and 
irrational in their activities, and that 
the converse is also true: a people 
cannot be a healthy and benevolent 
people without adequate amounts of 
the right kind of food. 


FOOD SITUATION IN 
CHINA 


Generalisations are difficult 
such a vast country as 
which communications remain inade- 
quate. Frequently food surpluses ap- 
pear in one part of the country while 
there is famine in another part. The 
diets of the wheat-eating people in 
the North differ radically from those 
of the rice-eating people in the South; 
those of the people on the coast from 
those of the inhabitants of the western 
provinces. Moreover, agricultural pro- 
auction statistics in China, as in 
other Far Eastern countries, have 
to be treated with considerable re- 
serve, 

Subject to these 
appears that cereal crops in general 
in 1947/48 reached approximately 
the prewar level. A decline in  pro- 
Cuction of rice and kaoliang was com- 
pensa‘ed for by an _ increased output 
of wheat and maize. More sweet 
potatoes and other root crops were 
grown but there was a fall in the pro- 
duction of soybeans and in livestock 
numbers. The production of tea show- 
ed a gain over the previous year, but 
inflation and foreign exchange con- 


for 
China in 


qualifications, it. 


trol made it difficult to resume ex- 
ports. 
China’s exports of vegetable oils 


and tea are small compared with pre- 
war. The bulk of oil and __ oilseeds 
exports consists of tung and teaseed 
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HONGKONG BUSINESS CONDITIONS 
AND OUTLOOK 


Trading Position 


The volume of imports handled by 
Hongkong during the current year has 
been well maintained compared with 
1947 although during the last few 
months the figures for commercial 
cargo discharged here show progres- 
sive declines, a consequence of the 
slump in the China trade. During the 
earlier part of this year imports were 
heavier than at any time after the end 
of war which led to stock-piling in a 
large number of commodities and to 
depressed prices. Towards middle of 
the year the trade recession was be- 
ginning to be felt and orders placed 
abroad underwent progressive reduc- 
tions. 

Probably some 15 to 20% of total 
imports were consumed by local in- 
dustries and the local publie the rest 
was re-exported or stockpiled for 
eventual shipment abroad. Higher 
earnings and pent-up demand caused 
larger consumption here than was ob- 
served in prewar years; the growth of 
the population was another factor in- 


fluencing better local consumption. 
The prosperous state of Hongkong’s 
economy facilitated and speeded up 


all-round rehabilitation and new con- 
struction works: an extraordinary de- 
mand for building materials develop- 
ed which accounted for°a large per- 
centage of locally retained imports. 
Furthermore, new factories were built 
and others obtained new equipment: 
increasing industrial output necessi- 
tated then more raw material imports 
which were amply equalised by in- 
creased foreign exchange earnings 
from exports of locally manufactured 
articles. 

Although the trader’s profit margin 
was steadily reduced, especially during 
the latter half of the year, importers 
were on the whole satisfied with the 
volume of business done. The year 
194& witnessed the change-over from 
a sellers’ to a buyers’ market. Smaller 
trading firms and sub-marginal busi- 
ness enterprises, outgrowths of the 
postwar boom in import business, did 
not prosper as in the 2 years following 
the end of war; one by one they were 
forced to wind up and many of these 
small entrepreneurs left the Colony, 


cils from South China. Tea exports 
previously went to the United King- 
dom, North Africa, and the USSR. 
but the United States is now becoming 
an important market. 

F consumption levels vary 
greatly from province and from year 
to year, and’a national average means 
little. Compared with prewar, the 
consumption of cereals has fallen, and 
the decline has been only partially 


offset by increased consumption of 
sweet potatoes and other starchy 
foods. The over-all caloric consump- 


tion appears to be about 5 percent 


below prewar. 


as broke as they were when they 
opened shop in 1945 and early 1946. 
The majority of the small postwar 
merchants proved no longer competi- 
tive nor reliable; their usefulness was 
never acknowledged but they remain- 
ed afloat because of the inexperience 
of many new exporting houses abroad 
and the inordinate demand for con- 
sumer goods which remained for a 
long time in short supply. In 1948 
trading habits returned to the approv- 
ed prewar levels; old-established firms 
with financial backing and well-in- 
troduced merchandise have resumed 
their positions. 


Hongkong Re-exports 


Re-exports to: China were as disap- 
pointing as the pessimists always pre- 


dicted. Although most old China 
hands never entertained any doubts 
about the progressive all-round de- 


terioration in China and consequent 
dwindling of demand by the increas- 
inglx, impoverished population, the 
unnecessary Nanking Government 
bungling in trade and exchange con- 
trols further added to the depression. 
As conditions have developed during 
recent weeks, the outlook for business 
with China is discouraging and will 
not change for a long time to come. 

Even with a relaxation of the many 
import embargoes and a rational ex- 
change policy of the Nanking authori- 
ties no improvement can be visualised; 
the depredations of the civil war and 
the harm done by the inept authori- 
ties have reduced the productivity of 
the Chinese people to such a low level 
that imports, which are determined in 
value by Chinese exports, cannot be 
expected to recover unless there is a 
speedy change of government in China 
with a coalition cabinet evolving and 
an armistice declared and observed. 
The mainstays of China’s exports— 
tung oil, bristles, cotton manufactured 
goods—apart from production decreases 
are confronted abroad with a sagging 
price trend and unwillingness to bar- 
ter on a basis which favours China 
produce. 

As export proceeds decline the 
available foreign credits do not per- 
mit of larger imports than are cur- 
rently, with or without official cognis- 
ance, shipped into China; an increas- 
ing amount of foreign exchange earn- 
ed by Nanking is earmarked for war 
equipment and munitions and thus 
consumer goods, industrial raw ma- 
terials and capital equipment cannot 
be imported in anything like the most 
urgently required quantities. Lack of 
maintenance is obvious everywhere in 
China of today and thus further de- 
clines in agricultural, mining and 
manufacturing productions must be 
taken for granted. 

Under such conditions Hongkong 
re-exports to China can at best be 
expected to continue or the current 
low level in spite of the gradual shift- 
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ing of Nanking China’s economic cen- 
tre to Kwangtung aid the necessity 
by the Central Government of direct- 
ing more and more foreign trade via 
Canton. 

As regards Hongkong’s re-exports to 
Far Eastern countries, most merchants 
are able to report further progress and 
compensation for the deciine in China 
trade. Japan and Korean buyers have 
been growing in importance during 
this year and further expansion of 
business with these two countries can 
be viewed with confidence. Previous 
trade with US-controlled Southern 
Korea has this year been increased by 
the inclusion’ of USSR-controlled 
Northern Korea. Re-exports and ex- 
ports of locally manufactured articles 
to Siam, the Philippines, Indonesia, 
Malaya and other territories in South 
East Asia were booming and the fur- 
ther development of this trade can be 
viewed with satisfaction. 

In 1948 the Colony has established 
itself firmly as the Far East’s principal 


entrepot. A minimum of trade res- 
triction must therefore be _ insisted 
upon by local traders, manufacturers 


and bankers if this entrepot business 
is to continue to flourish. In view of 
the depressing conditions in China it 
is essential for Hongkong to promote 
its entrepot trade the pre-requisite 
for it being the absence of exchange 
and trade controls; but as the Colony 
remains a member of the sterling area 
a modicum of such controls must be 
willingly borne since the advantages 
derived from this membership prob- 
ably outweigh the various disabilities 
imposed on local traders by London 
directed controls. . 

There has also been sufficient cause 
to express satisfaction with the ex- 
pansion of export business with the 
United States, European countries and 
particularly the Commonwealth; re- 
exports could have been considerably 
higher than they were in fact because 
enauiry was usually lively and often 
insistent but supply was either not 
forthcoming in adequate amounts or 
prices quoted by local exporters, on 
the basis of prices obtaining in produc- 
ing oc manufacturing areas, were above 
world market levels. 

More customers in the Middle East 
and in British Africa were gained this 
year which was of especial significance 
for Hongkong’s manufacturing indus- 
tries. Again the question of com- 
petitive prices often delayed or alto- 
gether frustrated business. 

A materially higher export volume 
in the future depends on the balancing 
of prices as damanded in nearby pro- 
ducing areas and offered by the con- 
suming industrial countries of Europe 
and America; as it is the terms of 
trade after the war have’ turned 
against the industrial nations but this 
state of affairs is bound to come to an 
end next year. 


Investment of Funds and Savings 


Hongkong has always been a 
wealthy community; in the postwar 
trade boom and the subsequent steady 
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period of commercial and _ industrial 
progress large profits have been made 
and the level of earning of the salaried 
classes has kept pace with the increas- 
ed cost of living while the majority of 
skilled and unskilled labour enjoy bet- 
ter living conditions now than before 
the war. As a result of profitable 
operations and expansion of business 
activity in every field earnings and 
savings have steadily accumulated and 
liquid funds have been rising. 

A real embarras de richesse was 
noticed in the Colony; the investment 
cf the mounting profits in local enter- 
prise proved a task beyond the in- 
genuity of financiers. Despite high 
prices and big building and_  re- 
construction as well as industriai ex- 
pansion tasks it was difficult to find 
suitable outlets for investment; the 
situation was aggravated by the influx 


of flight capital from civil war 
ridden China. Oversize stocks of 
goods of almost any description and 
extraordinary commodity hoards of 


stores, shops and dealers temporarily 
froze large amounts of available liquid 
funds but as sales are improving and 
re-stocking is gingerly progressing, the 
prospects of great liquidity within an- 
cther 2 to 3 months must be viewed 
with some concern. An excessively easy 
money market always tends to increase 
cost of living. 

The political situation in China turn- 
ing from bad to worse has caused a 
renewed tendency of capital flight and 
part of this capital has come and will 
continue to come to the Colony for 
safe-keeping and also for investment. 
This alien capital is, however, mainly 
of the “hot” variety and much of it 
will in due course emigrate to the U.S. 
or other countries for permanent or 
temporary investment. Nevertheless, 
a considerable portion of Chinese flight 
capital, principally from Shanghai, will 
seek, and find, opportunities for invest- 
ment in local industries, trading firms, 
land and houses, _ etc. ~ Speculative 
operations are bound to absorb much 
less capital in future as normal trad- 
ing and production conditions have 
returned 

Since there is a plethora of money 
in the local market—which condition 
is not to be confused with the tight 
money position of which importers 
and dealers complain as a result of 
their heavy stocks and _ difficulties of 
profitable exports—and holders do 
want to earn some return on_ their 
funds some _ investments in foreign 
countries have taken place particularly 
in Australia, the Union of South 
Africa, Commonwealth countries gen- 
erally, the U.S.A. : 

Local investments of savings of the 
residents are mainly in stocks and 
shares (yielding at present around 7 
te 8%), savings accounts and fixed 
deposits (at an annual rate of interest 
from 1 to 2%), British and foreign 
securities (London and New York 
quoted), gold bars (yielding nothing 
but guaranteeing stability of invest- 
ment). Other investments of earnings 
and savings are made in diamonds 
and jewellery. There continues a lot 
ef commodity speculation by non-mer- 
chant investors absorbing considerable 
amounts of savings although usually 
of a short-term nature. Current ac- 


counts in local commercial and native 
banks are top-heavy; since the return 
of 1 to 2% paid by local banks for 
savings accounts is not attractive many 
residents prefer to keep their funds in 
current accounts which, during this 
year, have further advanced. Sate de- 
posit boxes are chockful with gold and 
foreign currency notes testifying to the 
embarrassment of ivestors. 

Productive investments have been 
made in many lines, particularly in 
development of land; house building in 
1948 has been on a very high ‘evel and 
construction of residential and factory 
buildings continues everywhere in the 
Colony and at an increased tempo. 
New shops and stores, cinemas and 
restaurants were built, hundreds and 
hundreds of shops and amusement 
places have been extensively modern- 
ised. 

The problem of how to drain off 
the idle funds of the public and give 
a sound investment chance to current 
earnings remains to be solved. Prob- 
ably a Government loan—$100 mil- 
fion being still outstanding of the ap- 
proved $150 m. Rehabilitation Loan— 
in combination with a Lottery may 
have a welcome effect but, generall:, 
the local investors do not cherish fixed 
interest. bearing bonds. They are 
much more inclined to take risks and 
be rewarded for them; it should not 
be forgotten that the mentality of the 
Hongkong people is shaped by the 
principal pursuit of them: commerce 
and shipping. The formation of sever- 
al new public corporations which 
should develop more industrial enter- 
prises may absorb larger amounts of 
idle funds; any flotation of qa new 
public company, if sponsored by ex- 
ponents of the local vested interests 
and built on a sound foundation, is 
assured of capital over-subscription, 
Development of residential areas, fol- 
lowing the advice of the Abercrombie 
report on town planning. and the pro- 
motion of tourist industry, possibly 
based on the New Territories, should 
appeal to local and foreign entre- 
preneurs and the investing public’s 
sense of venture. 

Speculation has always attracted 
local investors but the return of quiet 
and sober times excludes such act- 
ivities as were the rule here during 
two years and more after the end of 
war when merchants made 100% pro- 
fits and price fluctuations provided 
most unusual chances for doubling or 
trebling one’s capital—or losing it to: 
the last penny. 

The share market here is always a 
sleepy affair; practically all public 
companies are most conservatively 
managed and largely controlled by the 
small circle of vested interests in the 
Colony. After the appreciation of all 
shares during 1946/47, in conformity 
with the advance in the general price 
level, no incentive for speculation was 
given. Only few speculative operations 
at the Stock Exchange were observed 
in 1947 while the current year witness- 
ed the return to prewar conditions 
when the very solid share market was 
deserted by speculators but was firmly 
established as the favourite outlet for 
solid people’s savings. 

Commodity speculation has petered 
cut during z:ecent months; except in 
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scare items which remain nationally 
or internationally controlled there will 
be hardly any speculative operation in 
coramercial cargo (apart from ordinary 
ayes speculative buying and sell- 
ing). 

The only outlet for capital which 
wanis to engage itself in speculation is 
and will remain the forward gold 
market. Fictitious forward gold trans- 
actions are daily absorbing large 
amounts and the overbought and over- 
sold position in the gold market (both 
officially recorded and privately ar- 
ranged) is increasing from month to 
month. Fortunes have been made and 
lost in this market which has all the 
characteristics of gambling and thus ap- 
peals so much to the minds of local and 
Shanghai people. The amounts in- 
volved in the daily forward sales and 
purchases, and the forward position 
as carried from day to day (only as 
far as recorded by the Gold Exchange 
Society) are weekly reported in this 
Review. The popularity of the for- 
ward gold market will even increase 
with the accumulation of local earn- 
ings, the influx of foreign capital and 
the reduction if not exclusion of 
SbervinHive transactions in other coun- 
ers. 


Fast Rehabilitation and New Con- 
struction 


When the accounts of all local public 
companies have been completed a pic- 
ture of great prosperity of the Colony 
will be presented in terms of excel- 
lent working results and_ profits; 
private companies engaged in manu- 
facturing, commerce and transportation 
will corroborate these very encourag- 
ing figures reflecting the success of 
Hongkong’s postwar rehabilitation 
without any outside assistance. 

Free enterprise economy has scored 
a significant success in this British 
Colony. 

All reports from banks and dock- 
yards, hotels and ths catering trade, 
real estate companies and department 
stores, the manufacturing industries 
and the utilities, the cinemas, dancing 
and night clubs, etc. etc. go to prove 
that 1948 had been another prosperous 
year which has further and substan- 
tially added to the resources of the 
enerprises. 

A number of traders were however 
unsuccessful; these victims of the 
progressive normalisation of commerce 
had to b> weeded out as their existence 
proved superfluous and even harmful; 
but there were also many merchants 
who sustained losses on account of 
the China depression and as a result 
of overconfident purchases in a period 
‘of increasing buyers’ resistance. But 
by and large the mercantile community 
has had a very profitable year par- 
ticularly when comparisons are made 
with conditions in other Far Eastern 
countries where, like in Singapore and 
Manila, also a high Jevel of prosperity 
‘prevails. 

The most outstanding development 
happened this year in the building in- 
dustry. Everybody connected with it 
prospered; importers of construction 
materials (like steel, cement, wood 
atc.), architects and contractors, car- 
penters, plumbers and all the trades- 
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men and merchants and _ transport- 
ation enterprises who, in a united ef- 
fort, modernised and newly built large 
parts of Hongkong. All over the 
Colony extensive reconstructions, re- 
habilitations and re-instatements were 
carried on on every working day and 
holiday; new houses (flats, bungalows, 


villas, tenement) and factories and 
workshops, hotels, restaurants and 
cinemas, were erected in every part 


of the business, industrial and residen- 
tial quarters of the Island and Main- 
land, and some streets changed their 
“face” entirely so that even old re- 
sidents, when re-visiting such parts of 
the Colony after 6 months, did not re- 
cognise them again. Inside houses and 
flats and offices extensive modernis- 
ation took place thus giving construc- 
tion companies additional work: new 
fittings, more stylish furniture has 
been observed everywhere. Hongkong 
may boast of the finest residential 
houses in the Far East and soon her 
new industrial buildings, especially the 
cotton spinning mills, will be regarded 
as models in this part of the world. 


Labour-Management Relations 


Although there were a few industrial 
disoutes and one or two walk-outs and 
strikes relations between “white collar” 
and industrial labour and manage- 
ment remained amicable and cooper- 
ative. As cost of living was maintain- 
ed on the present though inflated level 
of the postwar period there was no 
urgency to demand higher wages and 
salaries. 

However, there remains a strong 
and at times insistent desire on the 
part of employees to better their 
position and to work shorter hours. 
This trend is observed everywhere 
today and is bound to become more 
emphatic. Labour wants a better deal; 
education of the masses is spreading 
and thus the common people start to 
appreciate the good things of life, they 
want more leisure during which their 
imagination is. usually by Hollyv 20d 
pictures, further stirred. 

Furthermore, the local workers got 
to know about the immense progress 
of labour achieved in Britain of today 
and they find these stories of social 
security and dignity of labour most 
inspiring. Management here realises 
this undercurrent of labour’s aspira- 
tions and fully subscribes to the theory 
of high wages, production & consump- 
tion but local conditions are unfortun- 
ately not comparable to developments 
in contemporary Britain or America 
where high efficiency and skill enable 
high industrial output. Local workers 
are largely unskilled and semi-skilled 
with well-trained and properly skilled 
workmen forming a very small _per- 
centage of the local labour force. That 


Hongkong manufactured goods. are 
still so expensive is due, to a large 
measure, to the excessive domestic 


prices for housing and food which have 
driven up wages so that today local 
semi-skilled workers carn more than 
skilled British factory hands. 

Our high prices militate against 
wage increases and thus bar the ad- 
vance in the standard of living of 
workers. Many local products are al- 
ready so dear that they have lost com- 


petitiveness in overseas markets while 
imported articles are usually, apart 
from difference in quality and design, 
selling below the price of a locally 
manufactured similar commodity. The 
elevation of local office and factory 
workers’ living conditions while most 
desirable is, for the time being, not 
realisable. 

In comparison with the general and 
the workers’ standard of living in 
neighbouring territories, Hongkong is 


coming out at the top. Intelligent 
labour leaders fully realise this and 
appreciate the relatively favourable 


position workers enjoy in the Cclony. 
Therefore, few extremists have emerg- 
ed here as the field for agitation is 
not existing. 

Corporation profits are admittedly 
high but their reduction would not 
lead to any palpable improvement in 
the earnings of industrial labour but 
may result in lack of interest on the 
part of manufacturers and entrepre- 
neurs and a decline in the rate of main- 
tenance, modernisation and expansion. 
Industrial advance depends on the level 
of earnings and new employment can 
only be expected if industrialists’ pro- 
fits justify new investment. 

An element of political trouble-mak- 
ing exists here but it has not been 
serious; local workers and labour union 
leaders are aware of'the relatively 
favourable position they enjoy in this 
Colony and they know that it is in 
their own best interests to keep Hong- 
kong out of any political strife. 

As long as prosperous conditions of 
commerce and industry continue and 
resident labour is well employed there 
is every assurance of good and amic- 
able relations between labour and 
management. Disturbances could only 
come from excessive immigration and 
violent repercussions of the civil war 
in China outside the borders of the 
Chinese Republic. 


BUSINESS IN WATCHES 


As a result of the import embargo 
on watches enforced by the Chinese 
Government in 1946, and under the 
pressure of persistent demand from 
Chinese merchants and the public at 
large, the watch trade of Shanghai 
shifted to the Colony and most watch 
importing firms opened offices in 
Hongkong. For over a year after the 
import ban came into force local 
watch dealers enjoyed large and pro- 
fitable business. All makes were im- 
ported into China, usually via Hong- 
kong but also directly as ships carried 
watches from New York into Shang- 
hai. Tientsin and Tsingtao. ; 

The better advertised watches in 
pre-war Shanghai and principal treaty 
ports continued to have very good 
sales in spite of the import embargo. 
The Chinese authorities, that includes 
the Maritime Customs, were either un- 
able to intercept contraband or unre- 
corded imports were effected, as cus- 
tomary, by politically and army pro- 
tected transportation enterprises. The 
fact is that the Shanghai market be- 
came soon oversupplied—as was also 
observed in many other embargoed 
“luxury” lines tike nylon _ stockings, 
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cosmetics, ladies’ dresses etc.—and 
prices dropped eventually causing a 
depression in the trade. As the Chi- 


nese people’s purchasing power de- 
clined the watch trade was among the 
first to feel it; orders were cancelled 
and delays in payment occurred very 
frequently. No longer were only cash 
sales stipulated by watch exporters 
to China, one had now to extend long 
credit terms and to give other lots on 
consignment. 

The Hongkong watch dealers found 
partial redress for the slump in China 
by increased sales to Singapore, Bang- 
kok and other major Far Eastern 
cities. Overseas Chinese in this area 
proved the best customers and assum- 
ed also a,larger proportion in the 
trade as such. 

The China market cannot be ex- 
pected to absorb more than at _pre- 
sent—i.e. about 30 to 40% of all Hong- 
kong watch exports; although the ac- 
guisition of a watch is in many pro- 
fessions a necessity and must there- 
fore be classified, within a quota, as 
an essential import, the bureaucratic 
Nanking Government has never con- 
sidered this aspect, simply proscribing 
the import and leaving it to the graft- 
ing officials and the various merchan- 
dising army officers to get the goods 
into China as long as the market can 
pay, both the import price and “trans- 
portation fee’. 

Hongkong’s watch and_ jewellery 
shops are crammed full with watches 
of any size and origin; from Japanese 
clocks to bejewelled American wrist 
watches (Swiss movement, U.S. made 
case) there is everything lavishly on 
display. In addition to the proper 
trade many drug stores, fashion shops, 
photo dealers etc. are, as a side-line, 
also keeping a stock of watches (most- 
ly obtained on credit or consignment) 
for sale. 


Swiss Watch Position 


In a review of the watchmaking in- 
dustry in Switzerland, the Swiss Bank 
Associa‘ion states:—The boom in 
watchmaking reached its peak in 1947. 
Exports for the first half of 1948 have 
been somewhat lower than thcse dur- 
ing the corresponding period of 1947 
(Fes. 350.1 millions, against Fes. 365.2 
millions). Orders are not coming in 
in such quantities as before in certain 
sectors. The reasons why Swiss 
wa‘ches no longer have access to cer- 
tain countries are not to be found 
in any saturation of the respective 
markets. On the contrary, the de- 
mand is far from being satisfied there. 
The present export difficulties are 
due to political, commercial and 
monetary considerations In order to 
protect their currencies, certain coun- 
tries have strictly limited imports of 
goods they do not’ consider to be of 
prime importance. 

In the United States, matters are 
different. There are stocks of watches 
there (built up for speculative pur- 
poses) that their owners are having 
difficulty in liquidating. On the other 
hand, good class houses are still un- 
able to meet the. demands of their 
customers. However, the tendency 
towards a policy of protection in the 
United States is a constant danger for 
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BUSINESS CONDITIONS IN THE U.S.A. 
AND INFLATIONARY PRESSURES 


Developments in the American com- 
modity markets have bean anxiously 
followed by the world and Hongkong 
bankers and traders have studied all 
available reports and market analy- 
ses with a view to determining which 
way the price tendency was likely 
to move. As, however, the U.S. Gov- 
ernment program of spending, loan- 
ing and military assisting is unpre- 


dictable particularly in the wake of 
continued demands made or to be 
made by tumbling foreign govern- 


ments, the level of domestic prices in 
the U.S. cannot be studied only from 
an economic point of view. 


Inflationary pressure is evident in 
every sector of the American scene 
and although the Government in 


Washington is fully aware of the dan- 
gers of continued foreign spending, 
which means inflation of production 
and living costs in the U.S., the political 
obligations of the Government are such 
as to compel further assistance to Wes- 
tern European countries. 

Whether, however, any more assis- 
tance is to be wasted on the Nanking 
Government, seeing that the military 
situation in China has gravely de- 
teriorated and the economic chaos in 
China has deepened, is a matter of 
serious consideration in Washington, 
involving as it does not only the grow- 
ing hostility on the part of the Cni- 
nese people but also financial  in- 
stability in America. Any additional 
foreign assistance by the US., i.e. ‘in 
excess of E.R.P. contracted deliveries 
to Europe, may easily lead to a col- 
lapse of the current price level and 
to an increase in the note issue, thus 
spear-heading an inflationary upward 
tendency in world markets. 

In the latest review of the current 
business conditions in the US., the 
National City Bank of New York em- 
phasises the seriousness of excessive 
Government _spending-loaning-guaran- 
teeing activities and the importance of 
holding the current price level or de- 
pressing this price level. The N.C.B. 
reviews the present situation as 
follows :— 


High Prices 


The attention of the American 
public has continued to be centered 
On prices, which way they are going, 
whether anything should be done about 
them and if so, what? On all these 
questions opinions differ widely. 
Commodity prices are higher on the 
average than at the peak in 1920. 
The cost of living is oppressive. peo- 
ple ar2 eager for relief, and the 
situation is made to order for dispute 
as to where the blame belongs and 
how relief can be found. 


the Swiss watch-exporters. It is to be 
hoped the Americans will not play 
false to the very principles of free 
trade they have been advocating so 
strongly at recent international con- 
ferences. 


Business 


men are uneasy about the boom and 
fearful that the longer it runs the 
greater will be the reaction. 

At the same time, the will to deal 
forcefully with the inflation problem 
is qualified by other considerations. 
One is the fact that high prices are 
only the other side of high incomes 
and cannot be knocked down without 
affecting incomes. Some people give 
little thought to this aspect or, if they 
do, seem.to believe that other people’s 
prices can be put down’ while their 
own incomes are maintained. But 
when detailed proposals are offered 
those affected on the income side are 
sure to be heard from. 

Another qualifying influence is the 
fear that overly vigorous action might 
take effect just as the situation was 
ready to turn of itself. Many people 
are impressed by indications in farm 
products and some other markets that 
the inflation may be at the halting 
point. They think the pressures are 
abating, that out-of-line prices will 
work themselves down naturally, and 
that strong repressive measures might 
work too well and start the economy 
spinning into a sniral of liquidation. 
losses and unemployment. 


Inflationary Pressures 


All these influences and_ others. 
political as well as economic, were re- 
flected in the special session of Con- 
gress. The recommendations of the 
President included on the one hand 
proposals to try to repress inflation 
by more controls and more taxes. 
and on the other, a catch-all of con-: 
flicting and nullifying measures 
which, if adopted, would have increas- 
ed industrial costs and added to the 
Government’s huge spending—iending 
—guaranteeing activities. Even if 
controls were operated successfully, 
the President’s program in total could 
only repress the symptoms of inflation 
or defer its effects, while actually 
building up more inflationary pres- 


sure. 
Congress rejected price  controls,. 

rationing and the corporate excess 

profits tax as unnecessary, imprac- 


ticable and positively harmful. It 
adopted the recommendation to permit 
restoration of controls over consumer 
credit, and it gave the Board ot 
Governors of the Federal Reserve 
System power, effective until June 
30, 1949, to increase member bank re- 
serve requirements by a_ limited 
amount. On the other hand, it renew- 
ed and liberalized government guaran- 
tees of housing loans, which will en- 
courage further expansion of urban 
mortgage loans. Many people consider 
real estate loans the most influential 
single factor in the inflation. 
The new powers affecting credit 
can add nothing to the supply of 
goods, and while they are designed to 
reduce demand by limiting the ability 
of people to borrow and _ banks to 
lend, their effect in the overall situa- 
tion is not likely to be very great. 
Consumer credit has expanded since 
the end of the war not primarily be- 
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cause instalment terms have been 
eased but because the items sold on 
ceferred payment became increasingly 
available, becaus2 needs were acute, 
and because people, having jobs and 
Owning liquid assets, could command 
credit. In most cases these influences 
toward expansion are still present. The 
trend seems unlikely to be reversed by 
stiffening terms on payments, although 
it may be slowed dowi: and inflationary 
pressures to that extent abated. 

The power to increase member bank 
reserve requirements is also but one 
of many elements in the credit outlook, 
and far from the most important one. 
As a means of dealing with credit in- 
flation it is hardly more than a gesture, 
while in some respects its effects may 
be undesirable. 

In summary, the special session add- 
ed to rather than subtracted from, 
government spending — lending — 
guaranteeing; it encouraged a further 
growth in mortgage credit; and it 
adopted two credit control measures 
which cannot be expected to do much 
as long as other policies of the Ad- 
ministration favour credit expansion. 
This is not getting at the causes of 
inflation. 


Phenomenal Crop Prospects 

The passage of another month of 
good weather has confirmed and 
strengthened the phenomenal crop 
prospects. It is now almost certain 
that the yield of feed grains will break 
all records by a wide margin; the sup- 
ply per animal unit over the next 
twelve months will be 25 per cent 
larger than in 1947-8 and much the 
largest on record. Moreover, the wheat 
harvest is second only to that of 1947, 
and the cotton crop will be among the 
larger ones with the highest yield per 
acre ever made. It is safe to say that 
the crop yields will hold down prices 


ever the next year more effectively, 
and deal with the inflation problem 
more fundamentally, than anything 


proposed by the President or enacted 
by Congress. 

This change of trend in farm prices 
is the most significant development in 
the economic situation. It has already 
put wheat, cotton, and futures prices 
for corn down to the government loan 
levels or lower. Consumers, seeing live 
stock and meat selling at all-time re- 
cord prices wonder when the cost of 
living will drop and are discouraged 
by predictions from the Department of 
‘Agriculture and elsewhere that major 
easing in retail food prices is not to be 
expected for another twelve months or 
so. 


Are Prices Stabilizing? 


In reviewing the work of Congress in 
the special session, Senator Taft said, 
“There are many reasons to believe 
that we are reaching a stabilized price 
level.” In the long run the influence 
of cheaper farm products will work 
fnrough the price structure. When it 
is finally reflected in living costs it will 
cut the ground from under the main 
argument used for the second and 
third round wage increases, and leave 
little to support demands for a fourth 
round, The prospect for halting the 
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THE SITUATION IN CANTON AND 
KWANGTUNG 


In almost every field of economic 
activity in Kwangtung and in the 
Special Municipality of Canton there 
has been retrogression curing the cur- 
rent year; industrial and agricultural 
output has been declining, lack of main- 
tenance has been observed everywhere, 
negligence on the part of technical and 
administrative staffs has been publicly 
but unsuccessfully castigated, and in- 
sufficiencies in food, essential consumer 
goods and industrial raw materials 
supply were on the increase in towns 
and the country. Earnings declined 
and the people's purchasing power con- 
tinued shrinking. There was more 
unemployment in the cities and abject 
poverty in the country. 

A corrupt officialdom kept on op- 
pressing the common people and ex- 
torting, under ever more pretexts, the 
last cents from particularly the farm- 
ers. The administrative reform mea- 
sures instituted by Governor T. V. 
Scong brougiit short-lived relief; the 
deep-seated graft cannot be eradicated 
under present conditions. 

Guerilla operations extended through- 
out South China and ever wider areas 
of Kwangtung were engulfed in insur- 
rections and small-scale civil war fight- 
ing with the control in various districts 
passing, overtly or by agreement with 
the Kuomintang appointed officials, un- 
der Communist authority. 

The latest military successes of the 
Communist are:ies in North ang Cen- 
tial China, the threatened fall of Narn- 
king and eventual removal of the na- 
tional capital to Canton, as well as 


the shocking mismanagement of eco- 
nomic affairs of the country by the 
Kuomintang have caused great unrest 
in the whole Province and in Canton. 


A revolutionary situation has been 
created. 
Trade, Industry, Communications 


Kwangtung’s trading position in 1948 
has declined to an alarming extent but 
it was masked by an expansion of the 
transit trade; as more Chinese pro- 
vinces came either under Communist 
control or suffered from the economic 
collapse now in progress in almost all 
Nanking ruled areas an_ increasing 
amount of trade was directed via Can- 
ton. This development will be accen- 
tuated in the near future, Many ex- 
porters and dealers in China, against 
geographic reasons but prompted by 
political and military necessities, di- 
verted their cargoes to South China. 

Production of farmers, miners and 
industrial labour in Kwangtung showed 
decreases which were largely the result 
of the trade and exchange “control” 
by Nanking (prohibiting essentic? im- 
ports, forcing export preceeds surren- 


der at arbitrary rates), conscription, 
graft, _ non-cooperation between the 
authorities and the people, official 


efforts to monopolise a number of Jead- 
ing China produce (with the parallel 
underpayment to farmers, miners, 
dealers). In spite of the fact that 
Kwangtung handled next to Shanghai 
most China exports the rigid control by 
the Central Government did not allow 
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rise in® industrial costs and prices is 
improved accordingly. 

At the same time prices of some 
manufactured goods have weakened 
because supply has caught up with de- 
mand and filled up the void in inven- 
tories that existed for so long. Various 
cotton goods constructions, apparel 
items and shoes are examples. As the 
catching up spreads the price rises will 
halt because the markets will not stand 


them. Sales of s2ven electrical ap- 
pliances, out of eighteen for which 
figures are compiled, declined in the 


first five months of this year as com- 
pared with 1947. 

For both these reasons the possibility 
that the long price advance may 
fevelling off at last is impressing itself 
increasingly on business sentiment and 
on business decisions. This is a pru- 
dent and reasonable view. Neverthe- 
less, complacence should be avoided. 
The course of prices ‘will be influenced 
not only by the crops but by what 

2ople and the Government do. 

As long as the Government spends, 
lends and guarantees on the present 
enormous scale, and as long as it. keeps 
the doors to credit open as wide as 
they are, the inflationary forces will 
persist. The Government is committed 
to the European Recovery Program. It 
is committed to increased defense ex- 


penditures. Both are inflationa in 
their effects. Both Avg} be onedaned 
without waste, and their necessary cost 
should be offset by economy elsewhere. 

The fear that business may be on 
the point of a major downturn, and 
that stronger anti-inflationary mea- 
sures might push it into a depression 
spiral, seers to misinterpret the effect 
of lower farm prices, and otherwise 
finds as yet little substantiation. The 
price softening is concentrated ‘in areas: 
where the rise had been greatest, and 
where readjustment will benefit more 
people than it hurts. Farmers will 
have more to sell, and will have a cor- 
respondingly gocil income even at 
lower prices. The signs of readjust- 
ment are spotty, not general. Deferred 
demand is far from exhausted in many 
lines, including the metals, automobiles 
and many types of capital equipment, 
and the position in all those lines is stil! 
immensely strong. People and business 
are far less extended financially than 
at previous times when booms have 
given way to depressions. The  sup- 
porting factors are powerful, and the 
idea that lower farm prices may initi- 
ate a business. decline hardly seems to 
take sufficient account of the fact that 
declines in these prices are limited by 
government supports, and inflation ta 
that extent is kept active. 
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more than a paltry amount in foreign 
exchange for the urgent needs of the 
Pre vince. 

Biack market business 
mostly protected by military and ad- 
ministrative officers, and even with the 
ccnnivance of the authorities in South 
China. While thus the “face” of Nan- 
king was not greatly depreciated, the 
various provincial, city and district 
authorities, in order not to strangle all 
trade, closed their eyes to black mar- 
ket trading—and the merchants re- 
wurded them for “cooperating.” 

Factory equipment deteriorated as no 
replacement for worn-out varts was 
usually available. What tnanufactur- 
ing industry there is in Kwangtung, 
and it is mostly antiquated and fit ior 
break-up, suffered further from lack 
of maintenance. Old plant inefficienily 
managed and often fully neglected, that 
was the concensus of foreign opinion. 
Where there was goverrmment supervi- 
sion it was not faithfully carried out. 
(A large aerated water factory is, as 
an example, using for the production 
of soft drinks river water which nei- 
dher has been sterilised nor even boii- 
er—for ‘“economy’s” sake, Government 
inspectors know of this unsanitary and 
dangerous production but, underpaid as 
they are, prefer to collect regularly 
bribes and do not report). 

Exports of manufactured articles are 
difficult rot only because of the re- 
quirement to surrender proceeds to the 
Central Bank of China, receiving only 
a fraction of the real value of the 
goods, but also on account of the lack 
of interest abroad where shoddy quality 
and shipments not in conformity with 
specifications have by now made over- 
seas buyers wary of placing orders. 

While output drops and management 
and labour get dispirited, the Central 
and Provincial authorities try to rec- 
tify the sad position by announcing 
plans for rehabilitation and new con- 
struction; the general public no longer 
pays any attention to the mapping out 
of plans understanding by now that 
they are only meant to be propaganda. 
It is beyond the powers of the govern- 
ment to find any capital for investment 
in productive enterprises as every 
penny, obtained from taxes or straight 
from the printing press, is urgently re- 
quired for the payment cf the civil 
war operations. 

In the communication facilities of 
the Province, in spite of ample Ameri- 
can relief ard “Economic Cooperation” 
supplies, there has also been noticed 
decline and deterioration with the ex- 
ception of aviation. But the mainten- 
ance and construction of airfields is 
largely in the blueprint stage; the only 
civil airfield of Canton (‘White 
Cloud”) is as rough as when the Ja- 
panese left Canton and there are as yet 
no buildings on the airfield with 
travellers using matsheds for customs, 
passport and other formalities. 

Highway transportation is as pitiful 
as before; roads are in very bad shape, 
even in Canton road repair has hardly 
been carried on. Most passengers 
cemplain of ordeals when treveiling in 
buses; these vehicles look derelict and 


fiourished,: 


woujd require immediate replacement. 
River vessels play the innumerable 
channels as in medieval times; a few 
converted war craft have been acquir- 
ed by private interests. When travel- 
ling in the country, cnly a few miles 
from the British or the Portuguese 
Colonies, one feels transposed into ai.- 
cient history; dwellings, mode of liv- 
ing and communications seem not to 
have changed since many centuries. 
Une of the most impressive pieces 
cf propaganda has tc do with the 
perennial “development” of the Wham- 
voa Harbour. Every new governor of 
the Province feels it his duty to pro- 
claim that now this great project will 
be realised, and then the incredulous 
public is once again entertained to 
many columns of newspaper descrip- 
tions of what this time will be done. 


The Whainpoa project visualises the 
creation of a first-class inland port, 
accommodating ocean ships of 7,000 
tons and over, by first dredging the 
silting-up Pearl River, deepening river 
channels, building warehouses and 
dockyards and a modern city (total area 
160 syuare kilometres) linking it up 
with Canton by rail, The first attempt 
at realisation of this project was made 
in 1926. Only recently the office of 
Governor T.V. Soong admitted that, 
“foy the time being” the Whampoa 
project had to be shelved as there were 
many more pressing matters on the 
agenda. 


Security and Pacification 


The various uniformed forces res- 
ponsible for the maintenance of peace 
and order in the Province are not re- 
garded as loval to the regime mainly 
because of the extremely low pay they 
receive, the customary bad treatment 
meted out by officers to the privates, 
and the manner of conscription as 
practised by a grafting and otherwise 
very callous officialdom. The morale 
of the regular army, the pacification 
corps and the police cannot be expect- 
ed to be very high under such condi- 
tions. 

Furthermore, the influence and the 
clever propaganda of the Communists 
in so poor a country as China is bound 
to score against the present regime 
which has so conspicuously failed in 
providing the elemen*ary necessities 
for the broad population while stories 
of the enrichment of the favoured 
families and the bureaucracy’ are 
spreading and are generally believed. 

It is therefore not surprising to learn 
that in many districts and even larger 
towns the Communist led guerillas and 
other anti-Kuomintang forces, and 
even large gangs of pirates and 
brigands. make their own cooperative 
agreements with the Nanking or Can- 
ton avproved authorities in such areas; 
the principle of “live and let live” pre- 
vails in many such districts and town- 
ships where the two supposedly hostile 
groups are content to make a deal and 
share the spoils. There are also many 
officers in the Canton Pacification 
Headquarters, the Garrison H.Q. and 
even the Gendarmerie who, anticipat- 
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ing further Communist successes, wish 
to establish better relations with the 
new power and therefore they come to 
no-fight agreements. 


The discipline of the soldiers in Can- 
ton is not as bad as has been proved 
in Shanghai or in North China cities. 
However, the depredations by a hungry 
and popularly despised soldiery in the 
country have increased during this 
year; incidents, many of which ended 
in violence, have multiplied. Smuggi- 
ing has been a major source of revenue 
for soldiers and officers who can get 
very tough when intercepted, In Can- 
ton there happened many unpleasant 
incidents involving civilians into 
brawls; but usually there continue the 
old rackets of extortion mostly victim- 
ising merchants and shopkeepers; free 
amusement and free transportation are 
matters of course which are not easily 
refused the haggard and thinly clad 
but otherwise quite desperate soldiers. 


Banditry has become a real menace 
to the pursuit of ordinary business and 
all the many suppression campaigns 
have not resulted in any lasting relief. 
There are many stretches along rivers 
and channels which are traditionally 
pirate infested; highway robbery and, 
of late, even attacks on express trains 
between the British border and Canton 
have been reported. The situation in 
respect of increase of bandit and pirate 
NAY has clearly deteriorated during 
1948. 

The Communist led guerillas remain 
in their previous strongholds and slow- 
ly expand their “territory.” How 
thoroughly their organsations have 
spread is impossible to ascertain but it 
appears that everywhere in Kwang- 
tung ‘there are Communist cells and 
ad hoe committees are sprouting. A 
so-called People’s Liberation Provi- 
sional Government has long ago been 
set up in the Province and operates 
according to the directions laid down 
by the Communist Party Central Ex- 
ecutive Cominittee. «The Chinese youth 
seems to be greatly attracted by the 
ideology of the Communists and their 
nation-wide successes have further 
added tc the zest of the followers of 
Marxism-Leninism-Stalinism-and, one 
may add, Mao Tse-tung-ism. 


In the very vicinity of the Colon. 
there are guerillas firmly entrenched: 
they have always remained in virtual 
control of large parts of the East River 
area since the Japanese surrender. 
During recent months their hold has 
been consolidated and control has been 
extended. In the following districts 
there are strong guerilla organisations: 
Waiyeung, Tungkoon, Pao On, Kukong, 
Tsamkong, West River area. 

Although Hainan has been declared 
by Nanking to constitute a new pro- 
vince it remains still an administra- 
tive part of Kwangtung.. The situa- 
tion there has so much deteriorated 
that today the majority of the popula- 
tion lives under Communist adminis- 
tration and only a few strips of terri- 
tory bordering the sea remain under 
Kuomintang control. The National 
Government’s hold of the small part of 
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Hainan Island is so precarious. that 
the surrender to the Communists must 
be taken. into serious consideration. 
The economic life of Hainan, as far as 
foreign trade is concerned, has been 
paralysed and recently the Communists 
on the Island seem also to have sever- 
ed the iron ore supply of Yulinkang 
which so far has been a major ex- 
change earning export (to Japan). 


Governor T.V. Soong and the “Bul- 


wark” of Kwangtung 


The superior qualities of Dr. T. V. 
Soong are internationally recognised 
although in his own country the Gov- 
ernor of Kwangtung faces a very hos- 
tile opposition not only among Liberals 
and, naturally, Communists but also 
within the Kuomintang. In view of 
the undeserved attacks to which Dr. 
T.V. Soong has been so often and so 
viciously exposed it is a matter of 
surprise that he continues to serve his 
country; his sterling qualities are now 
so much more apparent, when the 
Government of his brother-in-law, the 
Generalissimo Chiang Kai-shek, is in 
real danger of collapse, as it should 
have been for him the easiest way out 
of an almost desperate political, econ- 
omic and military situation to decline 
any: office of State (after having been 
booted out of the Premiership) and to 
go, like Dr. H.H, Kung, to the U.S.A. 

The opposition to Governor Soong 
makes itself felt on lower levels in the 
Province where he holds the fullest 
possible authority (he is besides Gov- 
ernor of the Province and Commander 
of all the troops in South China, under 
Generalissimo Chiang, the Director of 
the Canton Pacification H.Q., Economic 
Supervisor, head of the Kuomintang in 
Kwangtung). It is mainly the C.C. 
clique in the Party which challenges 
Dr. T.V..Soong and tries to embarrass 
him in many ways. Arguments and 
clashes among provincial government 
organs and members of the Youth 
Corps as well as secret service men of 
the Party continue. 

But the Governor enjoys the confid- 
ence and the support of the majority 
of bankers and merchants and “T.V.” 
is anxious to retain this support even 
at the danger of being indicted; he 
has repeatedly soft-pedalled Nanking 
regulations and it was surmised with 
good reason that he disapproved of 
the scandalous “Economic Reform 
Measures” and .the “gold” yuan cur- 
rency “reform” of August 19. The 
strength of “T.V.” is essentially nega- 
tive; the fear of Communism which 
grips the merchant class of China is 
his strongest ally. 

The Province is honeycombed with 
opposition to the Kuomintang with 
which Governor Soong is of course 
identified, But he is the one person- 
age who might be acceptable to all 
political groups and movements if it 
comes to the formation of a ccalition 
in China. 

The fate of Kwangtung will be de- 
cided on the Yangtze; Canton is not 
willing to fight. The educated people 
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are not taking sides in tne national 
conflict, they are distressed onlookers. 
Nanking’s cause has been irreparably 
harmed by the recent blunders of the 
Generalissimo and middle class sup- 
port has been lost. 

Kwangtung is no “bulwark” if it 
comes to the test of fighting; the peo- 
ple detest the idea of a “last stand” or 
“fight to the bitter end” on their soil. 


Foreign Relations 


Anti-foreignism has been historically 
most violent and uncompromising in 
Kwangtung. It was therefore no sur- 
prise to old China hands to learn of 
the burning and looting of British offi- 
cial and private buildings in that in- 
famous sack of Shameen of last Janu- 
ary. The mob is always ready to vent 
its wrath against foreigners, their 
Kuomintang inculeated “education” 
has poisoned the minds of many, 
especially the half-educated. The 
outrage committed against the Union 
Jack, the British Consulate and build- 
ings of banks. and commercial firms at 
the beginning of this year has been 
felt alo as a serious provocation by 
all Europeans and Americans. 

Ten months have meanwhile passed 
but the National Government of China 
has not made amends and _ has not 
officially apologised; on the contrary, 
the wirepullers and culprits have not 
been brought to book and even a few 
miserable scapegoats which were ar- 
rested, “as something had to be done,” 
seem to go scotfree. To heap insult 
on injury, the demolished European 
firms in Shameen, when bringing cer- 
tain materials into Canton for urgeni 
repairs of some of the buildings which 
were fired, were required to pay or- 
dinary and “war emergency” import 
duty. Not even here did the Nanking 
authorities make a gesture of conci- 
liation by exempting the victims of 
the organised anti-British attack from 
duty payment for reconstruction ma- 
terials. 

The charred ruins of the British 
Consulate General and of a number 
of famous British hongs which were 
instrumental in the development of 
China are still standing today ap- 
parently as ugly monuments of the 
“sincere friendship” of China, as re- 
presented by the Nanking regime, for 
Europe and the Western world. 


Prospects for the Future 


The concept of “Two Chinas”? had to 
be buried, there is no other solution 
than a compromise between the Chi- 
nese middle class and the Communists. 
A coalition govérnment will sooner or 
later emerge, terminating the totali- 
tarian rule of the Kuomintang. How 
the future of such a coalition between 
the Communists and the various de- 
mocratic and liberal parties will turn 
out cannot yet be determined but the 
paramount position of the Communist 
Party of China, by dint of great 
achievements in every field, will have 
to be recognised. 


This development is _ inevitable; it 
will come to pass either after long 
suffering and great national exhaus- 
tion or by an act of political wisdom 
and in a spirit of conciliation. The 
great majority of intellectuals and the 
students either stand for a coalition 
and the realisation of Mao Tse-tung’s 
“New Democracy” or they are all-out 
behind the victorious Communist 
Party. The only possibility for the 
survival of Nanking is the active in- 
tervention by the U.S. Army, Navy 
and Air Force; that means a prelude 
to an international war. 

Until peace returns to the Chinese 
people there will be further and more 
poignant deterioration, no rehabilita- 
tion but disrepair and destruction, no 
promotion of trade but its contraction; 
poverty will spread, production shrink, 
consumption fall. Urban civilisation 
as developed in parts of coastal China 
and in former treaty ports is bound to 
revert to a stage of primitivity just 
when it promised to emerge from it; 
and biblical poverty will reign in a 
country of potential plenty. 

The alternative is: Peace. 


GASOLINE, DIESEL OIL, FUEL OIL 
IMPORTS INTO CHINA 


For first 9 months of 1948:— 


A quantity of over 49 million gallons 
(American) of automobile gasoline, 
both under quota and extra quota, 
Were imported from January to Sep- 
tember, 1948, the average monthly im- 
port being nearly 5.5 million gallons. 
In February over 9.6 million gallons 
were imported, this being a_ record. 
The lowest month was September with 
a little over one million gallons. 

From January to September over 7.8 
million gallons (American) of aviation 
gasoline were imported,- a monthly 
average of 850,000 gallons. The peak 
was reached in February when over 2 
million gallons were imported while 
there were no imports in January and 
July. 

Diesel oil is classified under. light, 
medium and heavy. Nearly _ 140,000 
metric tons of light Diesel oil were im- 
ported from January to September, a 
monthly average of 15.000 tons. Jan- 
uary set the record at 27.000 tons while 
April showed only 2,480 tons. 

In the medium Diesel oil class over 
190,000 metric tons were imported dur- 
ing the same period, averaging 21,090 
tons a month. August held the record 
at 30,000 tons while September’s im- 
port was only 480 tons. 

In these nine months the import of 
heavy Diesel oil totalled 14,000 metric 
tons with no imports under extra 
quota. The monthly average was close 
to 1,560 tons, July holding the record 
with 4,000 tons while there were no im- 
ports during February, June and Sep- 
tember. 

Almost 560,000 metric tons of Fuel 
Oil were imported from January to 
September, an average of 62,000 tons 
per month. June showed the lowest 
figure with 31.000 metric tons, August 
led with 93,000 tons. 
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WORSENING CONDITIONS IN CHINA 


Trade Difficulties 


Inter-Province barter has developed 


during the current year as a result of 
the inflation of the legal tender 
by the Nanking Government. Many 


provincial authorities 
*ransact business on the basis of 
CN$ or, recently, the “gold” yuan. 
Contracts for the delivery of commod- 
ities in urgent demand were often 
made between provincial governments 
or their authorised agencies (such as 
banks and trading corporations) 
against an undertaking that a stipulat- 
ed quantity of food or exportable pro- 
cuce etc. was to be returned within a 
specified period. Such barter trade 
contracts, covering one or more com- 
modity transactions, were entered into 
during the current year by most pro- 
vincial governments. An extensive 
barter agreement: between Kwangtung 
and Hunan has been now placed on a 
permanent basis, i.e. as long as the war 
emergency in China lasts. West China 
provinces developed the barter system 
and are generally disinclined to commit 
themselves vis-a-vis the Central au- 
thorities for delivery of goods as the 
acceptances of the continually depre- 
ciating, hyper-inflated “gold” yuan is 
regarded as extremely hazardous. 


Nanking trade regulations are, to the 
chagrin of provincial governments, re- 
peatedly changed without any warn- 
ing or reasons given to provincial au- 
thorities. It is a fact, however, that 
the observance of Nanking trade and 
exchange regulations in esvecially West 
China has not, been strict during the 
last 6 months or more. Lip-service is 
usually paid but otherwise the mer- 
chants and the ‘Ommon people have 
become accustomed to Jet Nanking de- 
cree and promulgate without being 
greatly disturbed by such activity in 
the National Capital as the law. en- 
forcing arm of the Central Government 
does not reach very far these days. 

So many trade stifling decrees have 
recently been issued. later amended, 
cancelled, re-introduced that it is no 
wonder to hear of unfavourable pro- 
vincial reaction, a mixture of anger 
and amusement. 


In connection with the multitude of 
“Economic Reform” Measures, decreed 
by Presidential Mandate on August 19, 
the export of many leading China ex- 
port articles was embargoed. Cotton 
yarn and cloth wis on the prohibited 
list and so were all edible oils and oi! 
seeds. West and South China provin- 
cial authorities, supporting their  in- 
dignant merchants, had no intention of 
being a party to the strangulation of 
China’s exports, tnderstanding that 
on the volume of exports depends the 
quantity of the urgently needed food- 
stuffs and industrial raw materials. 
This particular export embargo has, it 
appears from sOme newspaper accounts, 
been relaxed ~ecently, shortly after the 
Nanking authorities admitted publicly 
the failure of their “reform”? measures 
of August 19. 

Domestic transportation proves ever 
more difficult; interport shipments re- 
quire permits and licences and traders 
have to pay bribes if they want to get 
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their cargo from one place in the in- 
terior to another, even if it is in the 
same province. To cap the difficulties 
confronting the movement of cargo 
within Nanking controlled China there 
are numerous guerilla bands and river 
pirates who have to be satisfied before 
smooth transportation can be attempt- 


Money & Credit 


The circulation of the new yuan cur- 
yency has been arnounced, as at the 
end of October, to amount to about 1.6 
billion yuan. The original maximum 
amount of yuan notes to be printed and 
circulated was stated, on August 19. to 
be 2 billion yuan. During November 
the issue of a large amount of yuan 
notes, mostly in big denominations (50 
and 100), has been estimated at over 
3% billion (in addition to the officially 
admitted 1.6 billion). The revised 
maximum note issue has been an- 
nounced to be now 10 billion yuan, i.e. 
5 times the previous “maximum.” 

Military and war operation expenses 
are such as to necessitate much larger 
issues of the paper yuan than officially 
admitted. The extraordinary expendi- 
ture for the military has been largely 
financed by printing of scrip which ap- 
parently has not been included in the 
official note circulation figures. In view 
of the record of ollicial secrecy, the 
general public does not repose much. if 
any, trust into the correctness of the 
official figures. 

While the note issue of the “gold” 
yuan has been authorised to exceed 
the Aug. 19 figure by 400%, prices of 
commodities have skyrocketed during 
the last 3 months; inany articles have 
gone up by 2,000 to 3,300%, and cost 
of living has not lagged far behind. On 
November 15, the Chinese authorities 
in Shanghai announced a revived cost 
of living index, for the period Nov. 
1-15, amounting to an increase, over 
the August 19 price level. of 810%. 
Within 3 months of the “Reform Mea- 
sures” inception the cost of living has 
advanced by 810%, according to official 
admittance, but the workers and 
salaried classes in Shanghai have pro- 
tested that this increase was insuffi- 
cient as cost of living had actually ad- 
vanced much faster. Still, many com- 
panies were embarrassed by the re- 
introduction of C.O.L. index and found 
themselves unable to produce 810% 
more cash, for the satisfaction of their 
employees’ demands, and delays in pay- 
ment resulted. 

The official exchange rates of foreign 
currencies and gold were also readjust- 
ed, by 400%, but the black financial 
markets were shouting far beyond this 
level; against the August 19 official 
rates, gold, US and HK notes are al- 
ready about 1.100“ higher, and against 
the revised official rates, as decreed on 
November 11 (vide cur issue of Nov. 
17, p. 519), the current black market 
prices are about 133% higher. 

Every commodity and all services 
rise in terms of yuan, at times they 
keep abreast of the yuan note inflation 
(aggravated by the enormous velocity 
of circulation), at times they are lag- 
ging behind. Newspapers in Shanghai 
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have also to increase their prices and 
now no longer accept subscriptions ex- 
ceeding one month; at first the price 
of newspapers was advanced about 
700% over the Aug. 19 “fixed price” 
and recently the price, has been further 
increased, amounting now to 2,400% 
above the “fixed” one. 

The money and credit position in 
various leading Chinese cities remains 
confused and* lends itself to large-scale 
ramps which are usually engineered by 
financial agents with most prominent 
connections in the government. Fits of 
tightness and easiness chase each other, 
and money conditions in leading mar- 
kets of China have often nothing in 
common. Interest rates for commercial 
Joans fluctuate within a matter of 2 or 
3 weeks from 70% to 400% per one 
month; domestic remittance rates are 
erratic and unpredictable. The circula- 
tion of private means of payment, such 
as cheques and bank drafts. has been 
resumed in many parts of the country 
which fact further adds to the depre- 
ciation of the yuan and multiplies the 
velocity of money circulation. 

Black financial markets are again 
operating without much concern; the 
“Economic supervisors and _ control- 
lers” and their many informers and 
stool-pidgeons have. for the time 
being, retired; no doubt. many have 
well provided for their future during 
the short period of “supervision.” The 
climax of the abortive “fight to the 
bitter end” directed against the com- 
modity and exchange black marketeers 
came when “tiger hunting” Major Gen- 
eral Chiang Ching-kuo avologised for 
his mistakes. And now “business is as 
usual.” 

Black financial markets must, of 
course, exist in every country where 
the currency is a managed one and the 
official exchange rates do not corres- 
pond to actual conditions of trading in 
world markets. Furthermore, an _ in- 
convertible money must suffer a_ dis- 
count on black markets for the pri- 
vilege of obtaining cover in a foreign 
currency. This holds good also as far 
as sterling is concerned; free convert- 
ibility costs money. 

Tn inflation ridden China a black mar- 
ket in gold, silver, foreign currencies 
and securities is, of course, a necessity 
for the citizens if they are to escape 
the government-prepared fate of utter 
destitution. The demand for foreign 
currencies comes largely from impor- 
ters (for goods to be legally imported 
with self-supplied exchange and _ also 
for goods to he imported without offi- 
cial recording): from flight canitalists 
(remaining in the country or leaving 
it); from travellers (business, health, 
recreation, education). The suvvlv of 
foreign exchange is usually limited to 
five sources, viz. proceeds from exports 
(either smuggled exports or under- 
Geclared export values): services ren- 
dered to foreigners (resident, transient, 
domiciled abroad); inward remittances 
from overseas Chinesg and foreign or- 
ganisations (Missions) and individuals; 
Old credit balances or hoards kept by 
China residents abroad or in the coun- 
try; miscellaneous transactions such as 
sale of houses and land in China to for- 
eigners against oayment abroad, sale 
of curios and other valuables which 
are, at least for the time being, to re- 
main in. China. 
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EXCHANGE & FINANCIAL MARKETS 


FORWARD SETTLEMENT OF EX- 
CHANGE ON OPEN MARKET 


_The local free exchange market pro- 
vides no facilities for traders to enter 
into forward contracts; ‘several native 
banks sell and buy forward US$ but 
time limits are short, usually not ex- 
ceeding two weeks. Their service is fur- 
thermore limited and usually special- 
ised to serve gold importers while the 
ordinary traders rarely find cover at 
such banks. A few merchant houses, 
either directly or through an _inter- 
mediary, are settling at times their 
US$ payment requirements; exporters 
are selling forward to importers but 
here again time limits are either inacde- 
quate or export proceeas cover only a 
part of the importer’s future obliga- 
tions, 


It has been felt by most traders, en- 
gaged in business with the U.S. and in 
tact all countries with wnom trade is 
conducted tnese days on tne basis of 
US$ in tne local tree market, tnat the 
establisnament ot a forward exchange 
is very urgent and necessary. ‘ne or- 
Zamisation oi sucn a market appears 
simpie as it 1equires Only a numper of 
experiencea excnange broxers to start 
domg busmess in tne open market in 
the same mamner as 1t was done betore 
the war when rates were establisned 
day by day and no fixed quotations 
existed, 

In recent months traders have found 
that prortit margins were consistently 
reaucea and oOpstacles to smootn  ex- 
ports to and imporis from. especially 
the U.S. nave increased. In order to 
obviate excessive excnange risks most 


importers and exporters would wel- 
come a market where they could settle 
their exchange requirements for a 
period of 2 to 3 months in advance. 


Business would experience consider- 
able stimulation in such case; exporters 
of Far Kastern produce, although in 
receipt of a L/C from New York, are 
otten embarassed about funds to make 
the necessary purchases of produce, 
and they find an additional difficulty 
in calculation of open market exchange 
rates which are subject to considerable 
fluctuations over a period of several 
Weeks. If such exporters could sell 
fcrward, through brokers, their future 
proceeds in New York to importers 
Wwno would be just as glad to eliminate 
the excnange risk by covering their 
Payment obugation (except if they are 
gambiers or consider the trend to de- 
ve.op in their favour), much new busi- 
ness could be arranged and _§satisfac- 
torily concluded. 


The local exchange brokers, as far as 
members of the Association, are not 
allowed to engage in business at other 
than the “agreed merchant” rates; 
since contracts between banks and mer- 
Cnants are now taken care of by the 
banxs themselves—tnere being no or 
very insignificant ditterences in official 
rates—mosi exchange brokers, if they 
still persevere in their unremunerative 
jobs, ao some inter-bank business. It 
1s, however, only these brokers, with 
the possibie addition of some of the 
post-war exchange ‘experts’ hanging 
out at the Gold & Silver Exchange So- 
ciety, Wno could be relied upon to es- 
tablish a forward market in US$. 


DEEP TS I I REN TRE TS PLE EY PRES TE STE 


The “Communist Menace” 


An “evacuation hysteria” has been 
witnessed in the last few weeks; the 
“Red peril” is to be blamed for the 
exodus. 

As far as foreigners in China are 


concerned their partial evacuation may 
be only a delayed action; for the maj- 
crity business was bad and the pros- 
pects for a better deal were discourag- 
ing. No longer is there any justifica- 
tion for the existence of large numbers 
of foreigners in Shanghai or any other 
ex-treaty port. That still there remain 
so many is due to circumstances which 
two world wars have brought about; 
most of the Europeans still remaining 
in China after the war are actually 
marooned people, former refugees from 
political or racial ersecution. They 
came to the International Setilements 
and various Foreign Concessions 
(Shanghai, Tientsin, etc.) but not to 
China. After the end of war in the 
Pacific which also brought the ter- 
mination of foreign jurisdiction and ad- 
ministration in a few square miles of 
land on Chinese soil almost all foreign- 
ers, other than merchants, bankers, 
diplomats, missionaries, educators and 
a few physicians, made up their minds 
to leave the country as they realised 
that law and order as they were ac- 
customed to in the pre-war days would 
not return and that Chinese national- 


ism was uncompromising and intent on 
“taking over.’ Lack of travel docu- 
ments and other papers prevented the 
majority of the European residents in 
the various ex-Settlements and Con- 
cessions to leave China; a number of 
European refugees (from Central and 
Eastern Europe and Russia) however 
succeeded to get out and start a life 
in more congenial climes. 

When the Communist regime will es- 
tablish itself in Shanghai, as is taken 
for granted, conditions for foreigners 
there should neither deteriorate nor 
improve. But general business condi- 
tions may, particularly as regards for- 
eign trade, turther decline and thus de- 
prive most foreigners of earning their 
livelihood. 


The Chinese masses do not regard 
the probability of a victorious entry 
of the Communist (or People’s Libera- 
tion) armies into Shanghai as a “men- 
ace”; as a matter of fact, the majority 
desires the long overdue change-over. 
Those who are politically compromised 
and therefore fear reprisals may shift 
from Shanghai to the South or go 
abroad. Reports from the big cities 
which have passed under Communist 
control, such as Harbin, Mukden, Tsi- 
nan, suggest that life goes on there as 
usual and that the population is not 
dissatisfied with the new masters. 

There is an ulterior motive behind 
the use of such words as “menace” and 
“peril” or it is just bad journalese. 


In the interests of traders, of the 
promotion of more entrepot business of 
the Colony, and also in the self-interest 
of the exchange brokers the’ early 
realisation of this scheme should  en- 
gage their attention. 


* * * * 


U.S.$ MARKET 


Last week’s market was dominated 
by overseas Chinese remittances being 
on sale in large sums while further 
larger offerings, on account of the ap- 
proaching holiday season which  al- 
ways sees the heaviest inward move- 
ment of funds from overseas Chinese, 
were expected for the rest, of the year 
and right through January (Chinese 
New Year holidays being end of 
January beginning of February). The 
continually deteriorating situation in 
China has also caused that small por- 
tion of remittances which usually goes 
to Chinese state banks to be diverted 
to Hongkong. Philippine and, to a 
smaller extent, Siamese overseas Chi- 
nese continued to sell in the local 
market. 

The off-take however remains re- 
latively small; gold importers have 
practically ceased to acquire funds 
as the price developments have gone 
against their interests and gold im- 
ports at present would bring _ hardly 
any profit (at best around 3-5% of 
capital investment which is, consider- 
ing the risk in transportation and an- 
ticipating a low price tendency, not 
at all attractive). ; 

Merchant demand was somewhat 
ketter when news about the US. 
maritime strike cessation was received 
here; conspicuous among buyers were 
Shanghai merchants who. proceeded to 
cover part of their future exchange 
cCbligations. This merchant demand 
cannot last for Jong as imports into 


China are bound to be reduced 
further not only because of the 
slumping purchasing power of the 
Chinese people but also on | account 


of the continued reduction in Nanking 
ruled territory. Foreign commerce 
with the Communist administered 
areas will, for a long time to come, 
prove very hard as a new machinery 
will have to be set up and proper rela- 
tions between the emerging new Chi- 
nese Government and the nations of 
the West, interested in trading with 
the Chinese people, are first to be 
established. 

The rate for TT New York would 
have declined more than it did if not 
for the demand coming from Shanghai 
flight capitalists; these people emigrat- 
ed together with large parcels of 
“gold” yuan notes which were con- 
verted here into the proper “gold dol- 
lar” otherwise affectionately known 
as “greenbacks.” 

Sales in the native. exchange market: 
(excluding inter-merchant business) :— 
TT US$ 1,285,000; drafts (payable in 
the US) 614,000; notes 404,000. Big- 
gest TT sales were recorded on 22nd 
and 24th with respectively US$ 220,- 
600 and 320,000. 
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Highest & lowest quotations, in 
HK$ per US$ 100:—notes 518—50714; 
drafts 51934—508%; TT 5214%4—512, 
corresponding to crosses of US$ 3.068 
and 3.125 respectively. (Per US$ 100, 
highest TT price HK$19.531, lowest 
HK$19.175). 

Compared with overseas free mar- 
kets Hongkong’s cross was 6-8% above 
Zurich, and 5-7% higher than New 
York. This difference is still  suf- 
ficient to induce arbitrageurs to trans- 
act business but only small amounts 
in sterling leak into the Colony for 
subsequent conversion into TT New 
York. Arbitrags in commodities is 
carried on although its scove is now 
very limited. 


SILVER MARKET 


New York buyers reduced the price 
last week to 711%4 cents but London re- 
mained unchanged at 45 d, spot and 
forward. American buyers are adjust- 
ing the daily rate in conformity with 
demand and supply and since the pre- 
sent consumption in the US is on the 
low side compared to one and two 
months ago while imports, especiallv 
from Mexico, are heavy the New York 
price is bound to rule depressed. Hong- 
kong silver dealers would like to sell 
forward, anticipating probably lower 
prices, but the uncertain supply does 
not allow of such operations. Exports 
from China seem to be difficult to ar- 
range on account of the price off>red 
here and overseas against the sellers’ 
demands in the interior. As inflation 
of the yuan continues and confidence 
in the Nanking Government has _ dis- 
appeared holders of silver are reluc- 
tant to sell at all. ' 

A low price of HK$3.22 per oz troy 
was recorded last week. Sales in the 
native exchange market aggregated :— 
66,000 taels, $23,000 and $93.000 worth 
of dollar and 20 cents coins. The largest 
sale was recorded on 24th with 20.000 
taels, and $29,000 worth of 20 cents 
coins, 

About 50,000 pieces of twenty-cent 
coins were imported from Canton and 
Macao during the week. Over 10,000 
pieces of Chinese dollar coins were ex- 
ported to Cham Kong (Kwong Chow 
Wan), where better prices were report- 
ed, these were absorbed by popvy 
(opium) growers in the countries 
around there. 

Local stocks were «very small, the 
difficulties in obtaining large quantities 
turned down the plan of exporting 
them to the States. 

The highest and lowest prices were: 
Bar Silver 3.95—3.9% per tael. Dollar 
Coins 2.60—2.57 per coin and Twenty- 
cent Coins 1.95—1.92 per five coins. 


PLATINUM BUSINESS 


Local interest is weak but dealers 
are confident that there will be a bet- 
ter off-take once a market has been 
created. A few private deals were re- 
ported around $570 per tael (British 
metal). 

Prices continued nominal without 
buyers; sellers for Japanese plates at 
$450 and London stamped at 560 per 
tael. Those shipped to Shanghai about 
a month ago were unable to dispose all 
of them there and some were shipped 
back here. 
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GOLD MARKETS 


Tendency remains weak as _ interior 
demand is negligible. At present the 
Central Bank of China is selling limit- 
ed amounts of gold, at first in com- 
petition with the black market but 
now already under the unofficial price. 
These sales will of course soon stop 
or the price of the Central Bank will 
be brought in line with the black 
market. 

The most important factor however 
which depresses sales is the increasing 
poverty of the masses; the farmers 
are unable to buy gold as their crops 
are either confiscated, plundered or 
the meagre proceeds used for buying 
essentials. Dealers and shopkeepers 
who run out of merchandise are 


usually the largest buyers of gold, as 
a hedge against inflation, but their 
holdings are liquidated immediately 


upon receipt of new cargo; thus China 
gold markets often face a superabun- 
Cance when merchants disgorge. 

Undeclared exports from here to 
other Far Eastern markets and to 
India are too small to influence the 
rate. Purchases made here by Shang- 
hai and other outport flight capitalists 
tend to steady the market but again 
the volume is too low to exert any 
beneficial influence. 

Overseas sellers have advanced 
their rates to US$ 44 to 4414 (fob) to 
whieh price have to be added the 
freight (air) and insurance ‘expenses, 
approx. US$ 1, thus making the price 
cif Saigon US$45 to 45%. To import 


gold into Macao a chartered flying 
boat has to be paid and the “ready 
made import licence fee” (around 


HKS$9 per oz) bring up the present 
price to US$47 to 47% cif Macao. For 
the illicit transport to Hongkong a 
“fee’ of about HK$3—4 per oz. is being 
paid. Last week’s cross rate was 
moving between US$47 to 4734 thus 
making imports definitely unprofitable. 
Either ths open market price in 
European and American markets has to 
be lowered or the off-take here im- 
proves materially; a lowering of the 
Macao “squeeze” may also help to in- 
duce new import business. 

Highest & lowest prices, per tael:— 
HK$301—290% (crosses 47—473%4). 

Turnover in the native gold mar- 
ket:— (in taels). 


Spot Forward 
unof- transac- position 


Day official ficial tions (balance) 
Nov. 
PANE tna 470 5.320 106,430 120.890 
22 .... 1,010 10,980 130,480 112.920 
2ae ea L280 8.080 95,530 87,660 
25ercar 1090 7,960 102.750 119.080 
26rn RLS. 6522017 .83;21 0 1095220 
DG tree 890 4,090 67,850 172,110 
Total 6,770 42,650 586,250 621,880 


Trading Reports for the week: — 


_ Monday, Nov. 22:—Opening & clos- 
ing rates $300%—296%%. On the ficti- 
tious forward market the change over 
favoured sellers at the interest rate of 
6 H.K. cents per tael per day. Through- 
cut the week the change over rate re- 
mained in favour of sellers. Shortly 
after the opening, 301 reached, highest 
of the week under review. The drop 


of US$ TT from 522% to 514 and lower 
prices both in China and South East 
Asia ports, caused a 2% decline. The 
beginning of sales of gold by the Chin- 
ese Government was also an indirect 
factor. 

Tuesday, Nov. 23:—Opening & clos- 
ing 29644—296%. Change over 5 cents. 
With suvport of profit taking purchases, 
market was quiet but undertone still 
easy. 

Wednesday, Nov. 24:-—Opening and 
closing 296%.—293. Change over 5 cents. 
Further arrivals in Macao revorted 
and maximum interest in favour of 
sellers fixed there. The steadiness of 
US TT rates here failed to check the 
decline. 

Thursday, Nov. 25:—Opening & clos- 
ing 29314—293\%4. Change over 3 cents. 
The ‘lowest of the week 290%4 touched, 
on liquidations by bulls. Based at the 
present low level in Macao, exports to 
Canton from there should be profitable 
and possible, together with firmness of 
TT New York rates here, rates turned 
to recover. 

Friday, Nov. 26:—Opening & closing 
29344—296%. Change over 3 cents. 
The maritime strike in the States offi- 
cially called off, speculators heavily 
bought. Added to this important news, 
goldsmiths were allowed to open for 
business in China and there was better 
demand from South East Asia. Reuters 
view was that U.S. should readjust her 
gold prices and this news also gave 
some stimulation. 

Saturday, Nov. 27:—Opening & clos- 
ing 297—29834. Change over 2 cents. 
Continuous recoveries of US$, better 
offtake in Macao for direct export to 
Canton, and gold prices abroad quoted 
higher at 44%, thus the market ruled 
firm with expectation of higher rates 
next week. In the unofficial afternoon 
market, business transacted at 299. 


Trading Position: — 


Total cash bars turned over during 
the week, officially 6,770 taeis and un- 
officially 42,650 taels. Over 20,000 taels 
changed hands by interest hedging 
operators, 5,000 taels absorbed by 
Snangnai wealthy hoarders, 16,000 
taels exported and some local orna- 
mental requirement and _ investment 
purchases accounied for the rest. 


Local stock remained about the same 
as last week. Imports trom Macao 
during the week were 25,000 taels. 
Detailed exports were:—Bangixok 4,500 
taels, Singapore 4,000 taels, Inaia 3,500 
taels, Haiphong 1,500 taels, Saigon 
1,000 taeis, Rangoon 1,500 taels. 

Exports to Haiphong and Saigon are 
expected to increase, as seasonable re- 
quirements by tarmers there during 
harvest must be met. 


Imports from Shanghai should be ex- 

ected if “Gold” Yuan rates on Shang- 
‘thai quote below 12, as it will worx out 
$264 for 2,400 G.Y. per tael required 
by the Chinese Government, and smug- 
gling them here may yield a profit of 
about 15%. 


The difference of rates between here 
and Macao widened, at one time reach- 
ed $10 per tael. This was due to the 
difficulties in transportation and higher 
“fees” demanded by smugglers. 
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CHINESE FINANCIAL MARKETS 


Reintroduction of Export-Import 
link: After the complete failure of 
the “gold” yuan currency reform of 
August 19, the Nanking Government 
reverted to the previous system of offi- 
cial exchange transactions called “ex- 
port-import link.” On November 21, it 
was announced in Nanking that from 
this date allexport proceeds and inward 
remittances are to be surrendered to 
the Central Bank of China who will 
issue, in the specified amount, so-called 
Exchange Clearance Certificates, valid- 
ity of which is limited to two months. 
These Certificates can be negotiated at 
the rate of the day; authorised buyers 
are importers, registered by the Gov- 
ernment, and in possession of licences, 
but holders of Certificates may also use 
them for direct imports. 

An Officially sponsored open market 
started to do business in Exchange 
Clearance Certificates on Nov. 22; high- 
est and lowest rates for the week were 
(in Yuan):— 


Certificates Official 
High Low Rate 
TT New York ... 30 25 20 
TT Hongkong 54% 4% ~~ 3.75 


The black market, however, quoted 
US and HK notes far higher; best rates 
at the close of tha week were yuan 
461% for US and 8.75 for HK notes with 
TT New York commanding about 5-7% 
premium over the note price. 

Overseas Chinese remitters will not 
be attracted by the Certificate rate; 
they will continue to sell in the more 
favourable black market. This was 
observed previously when the first 
“export-import link” system was intro- 
duced (vide our issue of June 9. pp. 
558/9) and inward remittances did not 
increase the exchange earnings of the 
Nanking Treasury. 

The local office of the Bank of Com- 
munications was authorised to pay for 
everseas Chinese remittances 10 “gold” 
yuan per HK$1.666 (official rate being 
$2.666); the open market here offered 
to pay, at the end of last week, $1.12 
for TT Shanghai and $1.40 for DD 
Canton. It is therefore more than 
doubtful that there will be any over- 
seas Chinese or their beneficiaries in 
China who will avail themselves of the 
unfavourable rates offered oy the Chin- 
ese Government banks. j 

Finarcial Conditions in Shanghai: 
The collapse of the regime of General- 
issimo Chiang Kai-shek is approaching 


and the market discusses already the 
possibilities of Communist control of 
Shanghai and makes decisions accord- 
ing to the rapidly deteriorating situa- 
tion. Prices for land and _ properties 
dropped (in terms of foreign exchange, 


never of course in yuan) and _ shares 
declined greatly; also foreign owned 
enterprises whose shares are actively 


traded suffered heavy drops: Shanghai 
Lands lost 25%, when calculating the 
share value in stable HK$, Ewo Cottons 
lost 50%, Shanghai Dockyards 30%. 
onekong & Shanghai Bank shares 
16%. 

There is bound to be much confusion 
when the fall of Nanking is nearing. 

The Chinese Government banks are 
about to remove their head offices to 
Canton together with important ad- 
ministrative and military bureaux of 
the Government. This is denied, as 
usual, by the state banks but the public 
Coes not believe official statements any 
more. 


Tightness of money was __ increasing 
with banks limiting withdrawals to 
1,000 yuan. Cheques were freely cir- 


culating and barter arrangements 
among the citizens fiourish. 

Taiwan Currency: Under pressure 
of the native population the Taiwan 
Provincial Govt. de-linked the Island’s 
money from the “gold” yuan. A rate 
will be established but it will be ad- 
justed in accordance with the real 
value, or lack of value, of the yuan. On 
August 19 one yuan_was decreed to be 
exchangeable against Taiwan dollar 
1,835; on November 26 the rate, after 
several down-markings, was 370 Tai- 
wan dollar. Further depreciation of the 
yuan is regarded as imminent in Tai- 
wan, especially since the fall of Nan- 
king is now considered only a matter 
of time. 

Central Bank of China Sales of 
Gold and _ Silver: After having 
“earned” gold and silver dollar coins 
at Yuan 200 per oz and Yuan 2 per 
coin respectively, the public has been 
offered to buy back part of its posses- 
sions which were, under threat of long 
imprisonment and capital punishment, 
taken away from them. But the public 
has to pay 20 times more than they 
received when compelled to surrender. 

The sales of gold and silver started 
on November 22, and during last week 
a total of 12,689 ozs of gold and 137,115 
silver dollar coins were sold. The terms 
of sale were:—Per oz of gold: Yuan 
1,000 plus a deposit (frozen for one 
year) of Yuan 1,000 to be made at the 
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Central Bank (annual interest rate 
2%);—Per silver dollar coin: Yuan 10 
plus the same amount as “deposit” as 
above. 

Nobody has any confidence in seeing 
the return of this “deposit” and even 
if such miracle should happen the de- 
preciation of the yuan one year from 
now will completely wipe out the pur- 
chasing value of this “deposit.” 

Instead of coming out and stating 
that one oz of gold will be sold official- 
ly at 2,000 yuan, a hypocritical device 
is used with this “deposit” as if the 
people would not realise that what has 


been taken from them is now 
being returned at 20 times the 
price they obtained when they 
were scared into surrendering. As 


however the black market is paying 
already more than 2,000 yuan, the 
Central Bank cannot continue to “give 
away” gold and they will either in- 
crease the price or demand ever ‘larger 
“deposits.” At the end of last week 
gold sold unofficially at around 2,300 
yuan. 

Hongkong Market: Exchange busi- 
ress was large as practically all con- 
trols in China are suspended. Turnover 
is increasing, daily about 10 million 
yuan being transacted. This amount 
will further increase as inflation in 
China rises. 

Sales last week (in million of yuan):- 
TT Shanghai 15.88; DD Canton 2414; 
TT Swatow 8.27; TT Amoy 13; making 
a total of 61.65 million yuan. Private 
transactions were large, and so were 
inter-merchant clearings. Yuan notes, 
which were brought into Hongkong in 
very large parcels, sold in the native 
exchange markets at 5,680,000. 

Highest & lowes: rates (in HK$, per 
10 yuan) :— 


Depreciation 
High Low against 
official rate 
spot notes 2.27% 1.37% 14.66-~48.42% 
EDES hai eoo 1812 41.87-58% 
DD Canton 2.20 © 1.40 17.48-47.48% 
Shanghai Quotations: Highest & 
lowest rates (in Yuan).— 
Appreciation 
High Low over 
official rate 
gold 
per oz 1,609 2,325 60-132%% 
US note 3614 46% 821%4-132%% 
HK note 6.75 8.75 80-133.34% 


Gold cross and HK cross moved be- 
tween 45 to 51, and 17,75 to 19% res- 
pectively. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(In H.K. dollars) 


Gold Per 10 Chinese Yuan e U.S. Dollar 

per tael Silver Notes T.T. Shanghai T.T. Canton T.T. New York 
November High Low per tael High Low High Low High Low Note Draft High Low 
D5 ee. peer 301 296% 3.95 2.27% 1.95 1.55 1.45 2.10 1.90 5.18 5.19 5.21% 5.15 
PAE ee sae 297 294%, 3.93 Papa 2.05 1.321% 1.32 2.20 2.10 5.09 5.12 5.15% 5.12 
2k agin ta 29734 29214 3.93 2.274% 2.08 1.25 1.20 2.00 1.95 §.11 5A2 5.18 5.15 
pS eR ce 294 290% 3.93 220 1.8744 1.41%4 1.20 1.974% 1.82 5.09 B12 5.16 5.12 
iT i eae 297 29314 3.93 2.00 1.52% 1.35 1.18 1.80 2.55 5.12 5.13 5.16 5.14% 
Dies Saas 29914 296 3.92 1.63 1.37% 1.321% 1.12 1.524% 1.40 Bait 5.18 §.20% 5.16 
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Canton Market: HK notes sold ac- 
tively at yuan 44, low, to 7, high, be- 
ing 13.34 to 86.67% higher than the 
official rate. A forward market for 
HK notes has now’ developed, since 
Nov. 22; most business is fictitious, in- 
terest hedging. It is significant that 
forward rates were about 20% higher 
than actual notes on spot market. HK 
notes are again generally accepted and 
tend to replace the “gold” yuan. 

The coins which, here and there, the 
Chinese Government banks have put 
into. circulation are almost immediately 
taken out again. Copper coins were 
just a few hours “on sale” in Shanghai; 
then banks stopped and the coins dis- 
appeared. 

Now in Canton nickel coins were pre- 
sented to the people; a rush ensued as 
the coins (10, 20, 50 cents) cost 160 
yuan per 6.75 lbs. while in Hongkong 
one pound of nickel fetches about. 
HK$8. 


* * ¥ % 


CIAMOND MARKET 


After the lull period previously re- 
ported the diamond market this week 
gave its first sign of a slight revival; 
a few small parcels were taken up by 
local dealers with a special interest in 
small sizes from 20 to 30 per carat 
which will be used in replenishing the 
jewellers’ mounted goods for the com- 
ing Christmas trade. Prices paid per 
carat were however still low ranging 
from $650 to $725. 

Shanghai dealers have: also placed 
their enquiries for better grade quar- 
ters, thirds and halves up to one carat 
size and slightly over with occasional 
larger sizes up to three carats and sales 
have been reported in these qualities. 
Large sizes above six carats, off colour, 
were again offered for exchange by 
Shanghai dealers but very little inter- 
est was shown by local dealers who 
themselves were still holding similar 
stocks. 

It was also generally noted that 
Filipino buyers had re-appeared and 
also vacationists who previously due 
to war scare news had postponed their 
visit to the Colony. These people 
created a better demand for inferior 
quality goods generally sold in the 
Philippines. 

The retail jewellers here have had a 
more active week with the early Xmas 
shopping atmosphere, and several dia- 
mond jewellery pieces were sold or re- 
served for later purchase. 

Some North China evacuees have 
offered for sale diamonds and jewellery 
which have rapidly been taken up by 
local buyers. 

The wholesale and retail diamond 
merchants were pleased to note the 
active re-appearance in the diamond 
trade of the old established British firm 
of George Falconer & Co. (H.K.) Ltd. 
who were completely wiped out during 
the Japanese occupation and, it will be 
recalled, were amongst the less fortun- 
ate of being able to rehabilitate their 
business soon after the Liberation. 

On the whole the local diamond mar- 
ket has taken a more cheerful view for 
better business in the coming weeks. 


OFFICIAL SELLING RATES 


The Hongkong & Shanghai Banking 
Corporation counter selling rates for 
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TT last week were as follows (per HK$ 
100; except sterling per HK$1):— 


London and New Zealand Hl /2—27/22 


Australias eolnia ge sae cas /6—-3/8 
Singapore 0: ..:7..2%..6. 52% 
Indic eats ht NR ee 825% 
Canada? Haseeno ; 42% 
URSA PPL ie! Lares 247% 
Manila Geet eee 50% 
Prance- tice aes 6,560 
Switzerland: © ose... <:. 107 
Batavia’ reader ae 66 
Bangkolen paver saeeachacae 365 
Salgone sch uence tees eka 381 


TT Shanghai teverted to nominal 
guotation; until November 18 the 
Bank’s selling rate (for drafts on 
Shanghai) was 74 yuan, but on Novem- 
ber 19, the rate was increased by 400%, 
following the official depreciation of the 
“gold” yuan by the Nanking Govt., to 
270 yuan per HK$100. On November 
26, this rate was discontinued and no 
new rate has been established. 

The Hongkong Exchange Banks As- 
sociation never quoted a selling rate of 
the Chinese currency since the end of 
war. During the few weeks of the 
“gold” yuan being officially quoted (at 
7+ yuan) hardly any sales took place 
at local authorised banks. 

The unofficial quotation of the Chin- 
ese yuan at the end of last week was 
892 yuan (TT Shanghai) and the cur- 
rent week already saw 910 yuan. Un- 
cer the constantly deteriorating econo- 
mic conditions in Nanking China it is 
obviously impossible to quote an official 
rate here or anywhere else in the 
world; the depreciation of the “gold” 
yuan is proceeding even faster than its 
predecessor, the Chinese National yuan. 
While officially the “gold” yuan was 
devalued. 3 months after its inaugura- 
tion by Presidential Mandate, by 80%, 
an appreciation of 400% of foreign ex- 
change, the appreciation of foreign 
currencies on the unofficial market last 
week exceeded 1,100%. 

a * ? "= 

Three principal Far Eastern cur- 
rencies, viz. the Nica guilder, the 
piastre and the baht (tical) are quoted 
here officially as will be seen above. 
The open market rates of piastre and 
guilder are considerably lower than the 
official quotations while the rate for 
baht as quoted by the Hongkong & 
Shanghai Banking Corp. and by the 
open market here, and in Bangkok, is 
about the same as practically all busi- 
ness in Siam is conducted in the free 
exchange market. 

However, the Nica guilder’s open 
market rate here is about 77% below 
the officially quoted rate and the pias- 
tre open market rate is about 62% to 
63% lower than the selling rate of the 
Bank. 

Official selling rates and open market 
draft rates of last week:— ' 


(Per 100 in HK$) 


open 
official market 
Batavia. tf Ritesc. ae 151.151 35 
Bangkok Picacereeiet 27.397 26 
SaigOGh sons theme eee 26.246 934 
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HONGKONG STOCK & SHARE MARKET 


Caution was the dominant keynote 
of the market during the week, Nov. 22 
tc Nov. 26. Trading was again slow 
and confined to a few issues. Interest 
Was centred on Hongkong Electrics at 
around $36 at which price fair sized 
parcels were taken off the market. On 
the whole, however, prices tended to 
sag, mainly through lack of interest. 

Communist military successes in the 
North were partly responsible for the 
apathetic conditions prevailing, and 
appeared to hold traders on the side- 
lines. The rapidity of the Communist 
advance towards Nanking had a de- 
pressing effect on the Shanghai issues 
which have a_ ready local market. 
namely, Ewos, Shanghai Lands and 
Shanghai Docks, all of which declined 
appreciably. London registered Hong- 
kong Banks, too, were again marked 
ae £3 to £102 after improving to 

105. 

The China Light & Power Co. an- 
nounced a reduction in charges of 3 cts. 
for Lighting to 37 cts. per unit and 2 
cts. for Power to 16 cts. per unit effec- 
tive from Jan. 1 1949. The part pay- 
ment of $3 per share on the new issue 
will amount to $6 millions. It is es- 
timated that this amount will suffice to 
take care of expansions up to 1950. 
and the balance of $2 ver share will 
not be needed before that year. The 
total amount distributed in dividends 
for the vear ended September 30 1948 
was $3.326 336. To pav the same divi- 
dend for the current year on the total 
paid up canital, including the vartly 
paid new shares, will absorb $5.310.000, 
an increase of approximately. $2 mil- 
lions. Against this the ratio of increase 
in sales, which continue to mount, 
shovld be taken into consideration. 
During the year just ended the in- 
crease amounted to 67.36% over the 
preceding year, whilst charges were 


reduced from 71.28 cents to 40 cents 
for Lighting, and 27.72 cents to 18 
cents for Power. 

LANE CRAWFORD & COMPANY 
have declared an interim dividend of 
$1_and a bonus of $1, both free of tax. 

Total sales reported amounted to 
34,809 shares of an approximate value 
of $1%4 millions, a decline of $% mil- 
lion compared with the previous week. 

The Felix Ellis price index based, on 
the closing prices of twelve represen- 
tative active local issues stood at 137.17 
for a net loss of .66 compared with the 
preceding period, and’is only .47 from 
the low reached on the 19th October. 
Day-by-day his averages were: Nov. 
22, 137.79; Nov. 23. 137.63; Nov. 24, 
137.48; Nov. 25, 137.37; Nov. 26, 137.17. 

The High and Low for 1947 were 
155.82 and 123.88 respectively. The 
High for 1948 was 148.68 on. February 
12, while the low was 136.70 on Octo- 
ber 19th. 


Business Done: 


BANKS: H.K. Banks @ 1900. 1910, 
1900. 1905; Bank of East Asia @ 141. 

INSURANCE: Unions @ 745, 735; 
H.K. Fire @ 260. 

DOCKS & GODOWNS: H.K. & K. 
Wharves (Old) @ 130: China Provi- 
dents @ 20; S’hai Docks @ 16%. 11%. 

HOTELS & LANDS: H.K. Hotels 
@ 14.20, 14.30, 13.90: Lands @ 68; 
S‘hai Lands @ 4. 3.80. 3.90, 344, 3. 

UTILITIES: H.K. Trams @ 20.20, 
20. 20.20. 20: Star Ferries @ 135, 134, 
135: H.K. Electrics @ 37, 36, 3614, 
3615. 3614. 36. 36%4, 37. 36%. 

INDUSTRIALS: Cements @ _ 39, 
3814: Watsons Old @ 58%, 573. 

Lane Crawfords Rts. @ 
17: Sincsres @ 7.80, 7.75. 


STORES: 
COTTONS: Ewos @ 10. 
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BANK NOTE MARKETS 


Highest & lowest note rates last 
week (in HK$ per i00 of foreign notes): 
High Low 
P6SOY Chastain Sess 25014 246 
Banhts tiie ceeae es. 26.20 25%, 
Nica guilder ...... 37.20 33.20 
Pinstre: Galea 9.67% 9.5114 
Pound note (1) .... 15.45 15.05 


Sales in the native exchange mar- 
ket:—Fiastres. svot, official 4.890.000. 
unofficial 2.600.000; forward 4,600,000 
piastres.—Guilders: 329,000. 


* * * * 


NEDERLANDSCHE HANDEL- 
MAATSCHAPPIJ, N.V. 


To the general meeting of share- 
holders of the Netherlands Trading So- 
ciety (Nederlandsche Handel Mij.) to 
be held at Amsterdam during Decem- 
ber it will be proposed to declare a 
dividend of 6% for the year 1947 of 
which 4-1/6% will be payable in 
shares. Mr. E. Heldring, president of 
the bank, intends to resign as from 
December 31st. As number one of the 
selected list is mentioned Mr. C. J. 
Baron Collot d’Escury, at present one 
of the directors of the Amsterdam 
Head office. 


ENCOURAGEMENT OF 
FOREIGN INVESTMENTS 
IN JAPAN 


The rebuilding of Japanese indus- 
tries and the expansion of the coun- 
trv’s foreign trade depends to a con- 
siderable measure on foreign capital 
investment and therefore the Japanese 
fermer and present governments have 
been most emphatic about encourage- 
ment of European and American capi- 
tal. All necessary steps have been 
taken in Tokyo to welcome foreign in- 
vestment and to give such guarantees 
as should satisfy foreign interests. 
One of the preparatory steps has been 
the proposed revision of the  anti- 
Monopoly Law. which was promulgat- 
ed on April 12, 1947. The revision 
calls for -cancellation of Article 6 of 
the said Law, thus lifting the ban on 
Japanese businessmen from conclud- 
ing international agreements or con- 
tracts with foreign businessmen, and 
fegalizing agreements or contracts be- 
tween them for prices and quantities 
of goods involved and sales territories, 
customers and equipment concerned. 
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Simultaneously, restrictions on the ex- 
change of scientific or technical know- 
ledge and information necessary for 
business activities will be lifted. 
Parallel with the alleviation of the 
anti-monopoly restrictions, the Govern- 
ment is to submit to the present ex- 
traordinary Diet session a bill revis- 


ing the wartime industrial ownership 
law with the object of protecting 
patent rights owned by foreigners 


and facilitating agreements regarding 
patent rights. Under the revision bill 
in preparation, Article 1 of the said 
law providing for non-registration of 
patents, utility models, designs and 
trade marks applied for registration 
by foreigners will be deleted. On the 
other hand, claims for patent rights 
by foreigners, temporarily suspendec 
during the war, wiil be reconfirmed. 
For this purpose, Articles 3 and 4 of 
the same law providing for special ex- 
ceptions to Article 4 of the Inter- 
national Industrial Ownership  Pro- 
tection League Treaty will be cancell- 
ed. By virtue of the proposed _ re- 
vision, such Japanese companies as 
the Tokyo-Shibaura, Mitsubishi Elec- 
trie Machinery, Japan Electric Light 
and Toyo Nitrogen which were pur- 
chasing foreign rights and acquiring 
foreign capital before the war will he 
enabled to enter into new agreements 
for acquiring foreign patent rights. 


Equally encouraging for Japan’s ac- 
quisition of foreign capital is the increas- 
ing number of foreign commercial 
houses, particularly in the Far East, 
desirous of establishing themselves as 
exporters in Japan. Foreign commer- 
cial houses, except for those in exist- 
ence before the war, are banned from 
doing business in Japan at present. 
Now that direct transactions between 
Japanese ‘and foreign commercial houses 
are allowed under private trade, for- 
eign’ commercial houses will be allow- 
to do business in Tap2n even hefore 
the peace parley. On the ground that 
Japanese foreign trade was almost 
monopolized by foreign merchants in 
the early days of the Meiji Era, the 
advent of foreign commercial houses 
may endanger the position of Japanese 


exporters. On the other hand, the 
entry of foreign merchants will go a 
long way toward rationalizing the 


management of Japanese export firms. 


JAPAN’S FOREIGN 
TRADE IN JULY 


Japan’s foreign trade for the first 
half of this year comprised Y13,200 
million in exports and Y23,000 million 
in imports. As the exports in the first 
half of 1947 totalled only Y2,600. mil- 
lion, this anppears-to be a gigantic gain. 
However, the actual volume of articles 
exported during the first half of this 
year was smaller, as the export 
figures, calculated in U.S. dollar. stood 
at $78,000,000 compared with $84,000.- 
000 for the corresponding period last 
year, principally due to dwindling ex- 
ports of textile goods. 
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The July trade also resulted in an 
import excess, imports totalling Y7,900 
milion against exports worth Y2,700 
million. Of the July exports, private 
trade accounted for 54 per cent. The 
predomination of. private trade is like- 
ly to increase due to the simplification 
of trade procedures effective August 
UW. 


Of major textile exports, the reces-. 


sion of rayon yarn and fabrics was 
noteworthy, amounting to only 54,000 
lbs. and 8,000 square yards, respective- 
ly, in July. Cotton fabric stocks 
were bought in quantities by the 
Netherlands East Indies and Tan- 
ganyika.. July exports totalled 30,000- 
600 square yards or one-half of a 
monthly production. East Asia ac- 
counted for 37 per cent of Japan’s ex- 
ports during July, followed by the 
United States with 34 per cent. Tan- 
ganyika, Aden and Nigeria also bought 
quantities of cotton goods from Japan. 


_ Foodstuffs predominated in July 
imports (40 per cent in terms of the 
yen). Petroleum, raw cotton and coal 
also Were large in imports. The United 
States accounted for 51 per cent of 
Japan’s imports during July, although 
Japan’s dependence in imports upon 
that country is steadily dwindling. 


July Exports By Destination 


Percentage in Total 


UR StAMa ee. serine tk ss 
Fast Asia: 
China 
Korea 
Hongkong 
Philippines 


34.0%" 


TnGiae pence een ee 

N.E. Indies 
Hnsland hese nal. 
Switzerland 
Tanganyika 
ROCHE ee Sees Re 
INISELIS a etek ee ieee 
Australia 
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July Imports By Destination 


Percentage in Total 
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Philippines act. Sena 
French Indo-China 
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South Africa 
Soviet Union 
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THE SILK INDUSTRY 
OF JAPAN 


The prewar output of Japanese raw 
silk was on the average 600,000 bales 
per year, the peak production was re- 
corded in 1934 with 694.000 bales. As 
from 1941 production declined, dwin- 
Gling to 98,000 bales in 1945. Lower 
output was partly the result of over- 
seas markets’ lack of interest, partly 
the effect of war on industries work- 
ing for consumers’ needs. The post- 
war trend at first was weak on ac- 
count of shortage of fertiliser, conver- 
sion of mulberry plantations into rice 
fields, illegal disposal of and farmers’ 
domestic consumption of cocoons. En- 
couraged by better demand in foreign 
markets and by increased demands 
for silk fabrics, the trend has gradual- 
ly turned upward, the output having 
recovered to the extent of 110,000 
bales in 1947. A rapid increase in 
production, however, cannot be hoped 
for in view of the present unsatis- 
factory condition of cocoon supply and 
particularly of the fact that the out- 
put from January to April 1948 in- 
clusive did not come up to more than 
35,595 bales. 

Classified by destinations, the lar- 
gest volume is shipped to America, as 
in pre-war days, which is intended 
chiefly for hosiery. 

As for silk fabrics, while their ex- 
port in 1947 totalled only ‘23,310,000 
yds.. 24 per cent of 1938, it rose to 
£425,000 yds. in the period from 


July Textile Exports 


Raw: Silk» (Bales). 26 sn sous 5,292 
Sv AS ET Spake veahelc see 2,770 
England. guise. cite nae 700 
Switzerland- S420. ceaeteee 912 
PROMS KOIS  Bracinicn sas the houmestac sus 640 
Silk Fabrics (1,000 sq.yds.) .. 3,108 
WS Ag eet OOS ee eee Shake 
CanaGanucs.g. pees cnn 43 
tal vier hee ce a es 20 
Cotton Fabrise (1,000 sq. yds) 31,959 
Tanganyika, he. een oe. 10.347 
INSES SINGIES eo trn herune cee ee 8.866 
Hngland weet ad mes Cae 4.149 
Nigerian arn 4 alent cee 2,260 

I NCOLS | ees SE Cae IONS A CE 4.398 

A WAS Bie Cae ici deceenany niet tansetias 788 
PRIN DINGS ar a Se eee 723 
IBN Wea: cane eee 566 
Rayon Yarn (C000 Tas) .oces 54 
CHInas Ect a an ane 24 
Tingiatossterwt cet: wenn caer 29 
Rayon Fabrics (1,000 sq. yds.) 80 
PONaina ori we atic neh arena 23 
THGian eee ees cas ro eee nee 16 
SOUU eALKICa™ eee cates ee 545) 


Major Impcrts In July Trade 


Fooastutis (hen ane 207.000 m. tons 
Petrolem™ a, oo: 02 122.000 kilolitres 
ay 6.923 drums 
Rertilizers:, . oats 40.000 m. tons 
Salis. Me mone 72.000 m. tons 
Raw Cotton ...... 106,000 bales 
[06], ER, 6.412.000 lbs. 
Hemnpieeneos went 9,734,000 lbs 
Pie hirons... oe. 268 10.000 m. tons 
Mineral Products .. 10.000 m. tons 
Coaluans.. (ee 162,000 m. tons 
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January to March 1948 inclusive. This 
trend of increased demand indicates 
the fact that silk fabrics are being ap- 
preciated again in the United States. 

On the other hand, Japanes2 raw 
silk had met rather a slow sale in the 
United States. The total volume of 
its sales during the period from the 
time of reopening of trade to Novem- 
ber, 1947 inclusive did not reach more 
than 34,099 bales, which is less than 
half the total volume of its export 
during the same period, 88,649 bales. 
This dull sale results from high prices 
and poor quality of silk hosiery. The 
reain cause Jay, however, in the fect 
that the American Trading Company, 
in an effort to redeem its popularity, 
frequently altered sates methods. to 
the extent of four times within one 
year of its initial sales, with changes 
in minimum bid prices, such ag the 
SP3A, 96 per cent class at $10,50, 
$4.00, $7.80 and $5.60 per pound, there- 
by creating a feeling of uneasiness 
among the traders. Such having been 
the situation. the setting-up of a new 
price at $3.15, which will remain un- 
changed for one vear from January 1. 
1948, togather with the regaining of 
popular appreciation of raw silk, en- 
abled the sales of 15.678 bales in 
volume within the period from Jan- 
uary 1 to April 7. 1948. 

A well-known fact is that the largest 
market for raw silk is America and 
the trend of its consumption in that 
country controls that of its world con- 
sumption. The trend of consumption 
of Japanese raw silk in that country 
will decide the future of the Japanese 
silk industry. The bulk of raw silk 
consumed there has been of Japan 
make, as shown in percentages for 
1946 and 1947 representing 54 and 84 
respectively. In vre-war years it went 
up as high as 90 per cent. In contrast 
tc sharo falls in the sales of Chinese 
and Italian silk in 1947, the decrease 
in the sale of Javanese silk was re- 
latively small, which was due to the 
superiority and high reeling efficiency 
of the latter as compared with the 
goods from cther countries. 

The stock of raw silk kept in Japan, 
as at May 1, 1948 totalled 98,687 bales. 
inclusive “of goods both fit and 
unfit for export. As egainst 121.215 
bales in November 1947. it is a big 
decrease. When the’ estimated stock 
of 30.000 bales in New York is in- 
cluded, however, it will reach some 
120.000 bales, still forming a large ac- 
cumulation. A decreasing trend has 
recently set in, due to an increase. in 
demand resulting from the lowering 
of the prices in the United States and 
to the growing volume of exports to 
other countries, couvled with some- 
what unexpected activity in exports 
of silk fabrics. 


The greater part of pre-war Ameri- 
can consumption of raw. silk was oc- 
cupied by the line of hosiery with 
such percentages as 72, 81 and 89 for 
1938, 1989 and 1940 respectively.. Since 
the end of the war, however, improved 
quality of nylon,-conversion of equip- 
ment into other uses during the war 
and irregular supply of Javanese raw 
silk in the initial period of reovening 
of trade, have rendered the produc- 
tivity of silk hosiery low. the output 
corresponding to no more than 20 per 
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PROSPECTS OF THE BIG SIX BANKS OF JAPAN 


The five or six big Japanese banks 
are coming back again after a few 
years of hard times following the war’s 
termination, when they struggled un- 
der the weight of colossal loans they 
had extended to munition industries 
during the war. The accounts of “Big 
Five” banks show a steady recovery of 
the leading banks. Befcre and during 
the war, Daiichi and Mitsui (amal- 
gamated into Teikoku during the war), 
Mitsubishi, Sanwa, Sumitomo and 
Yasuda reigned over Japan’s banking 
world as “Big Five” or “Big Six” and 
held ‘sway over industrial circles. 
After the Surrender, these leading 
banks were forced to adjust their war- 
time loans to munitions industries 
(through partial cancellation of de- 
posits and curtailment of capital), and 
their relations with bigger concerns 
were served by the dissolution of the 
Zaibatsu. In the course of such transi- 
tion, three leading banks, which, here- 
tofore bore the names of Zaibatsu, 
changed their names. Mitsubishi was 
renamed Chiyoda, Sumitomo to Osaka, 
and Yasuda to Fuji. These leading 
banks increased their capital to Y.500- 
Y.1,000 million in order to solidify 
their financial foundations for future 
activities. 

Their advance, since, has been re- 
markable. As at the end of Septem- 


ber, this year, the “Big Five” banks 
accounted for a combined total of 
Y.167,200 million in deposits, register- 


ing a 37 per cent increase over June- 

end, when their deposits totalled 
Y.121,788 million (corresponding to 47 
per cent of the total deposits of city 
banks amounting to Y.257,876 million). 
At the end of January, this year, the 
“Big Five” held a combined total of 
Y.91,310 million or 46 per cent of the 
total deposits of city banks amounting 
to Y.199,285 million. 

The position of the “Big Five” is 
still more overwhelming with respect 
to loans extended. At the end of 
January, this year, the “Big Five” 
held loans amounting to Y.50,655 mil- 


lion or 48 per cent of the combined 
total of Y.106,143 million held by the 
city banks in the country. They ad- 
vanced to Y.102,622 million at the end 
of June or 58 per cent of the combined 
total of Y.177,205 million. By the end 
of September, they further hiked to 
Y.120,967 million or registered an 18 per 
cent gain over the June-end figure al- 
though their ratio to the national total 
is not available. Thus, the “Big Six” 
banks (Teikoku being divided into the 
Daiichi and new Teikoku from October 
1) have regained their positions in 
Japan’s financial world and are destin- 
ed to play a cardinal role in her econo- 
mic recovery. 


1. Rehabilitation Data of Japanese “Big Five” 
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Moreover, since there are slight dis- 
crepancies due to technical reasons in 
the methods of asset evaluation, judg- 
ments cannct be passed merely from 
the relative sizes of the capital and 
“second blocked deposit” cancellations. 
For all that, however, the Sanwa Bank 
incurred the least aggregate loss, esti- 
mated at Y.1,500 million; while Yasu- 
aa’s losses too were light considering 
the scale of its operations. Teikoku 
lost most heavily, at Y.2,400 million; 
and Sumitomo’s Y.1,950 million is so 
large that its entire capital and 177 
per cent of its “second blocked de- 
posits” must be used as coverage. 
The fact that Yasuda and Sanwa got 
off comparatively lightly is attribut- 


Banks 


(In Million Yen) 


Special Determinate Reserve 


Losses Profits 
RELKOKU © nla) eia 2,391 399 
Mitsubishi 1,974 422 
Yasuda 1,621 310 
CEVAIEW™ “Giednan so 1,503 230 
Sumitomo 1,949 780 


Note:—Any difference resulting between 


Coverage for Special Losses 


2nd Blocked 

Funds Capital Deposits Total 

224 220 1,547 2,392 
(100%) (76%) 

151 125 1,256 1,974 
(939%) (70%) 

129 153 : 1,038 1,631 
(90%) (61%) 

83 138 1,050 1,503 
(90%) (69% ) 

90 73 1,005 1,949 
(100%) (717%) 

“Losses” and “Coverage” will be 


disposed of by the “Adjustment Account” established for that pur- 


pose. 


the results 
as effected by 


The above table gives 
of “final disposition” 
the “Big Five’.” As the “determinate 
losses” become clearer, some fluctua- 
tions resulting in cancellation to a 
lesser degree of the “second blocked 
deposits” than indicated in the Table 
may occur; but in any case much of 
the bad assets of such banks will be 
liquidated so that it will become diffi- 
cult to appraise them by assets alone. 


cent of the total raw-silk consump- 
tion. The output of ladies’ full- 
fashioned hose in 1939 was approxim- 
ately 30 per cent of the total output 
of stockings made of different fibres, 
whereas it dropped as low as 1 per 
cent in 1947. This sharp drop of silk 
stocking output in the line of hosiery 
points to the trend of raw silk con- 
sumption. 

The appraisal of silk in comparison 
with nylon and rayon is by no means 
simple. Its outstanding qualities may 
be summed up as follows: (1) having 
a fine luster, feels smooth; (2) has a 
high degree of assimilability with 
dyestuff; and (3) having high qualities 
for absorbing humidity and _pre- 
serving warmth makes sanitary un- 
derwear. On the other hand, silk is 
inferior to nylon in strength, expan- 
siveness and  dlasticity, as well as 
heat, water and light-resisting qual- 
ities. Recent researches resulted in 
producing raw silk of much improved 
quality. 

A bottleneck of the raw silk export 
is found in these factors: (1) its sell- 


ing price is relatively high as com- 
pared with nylon; (2) the quality of 
nylon has improved; (3) the utility 
value of rayon has enlarged; (4) the 
selling prices of raw silk have been 
frequently altered; (5) the raw silk 
processing capacity in the United 
States has diminished; (6) the export 
of raw silk had been irregular in the 
initial period of reopened trade; and 
(7) consumption propaganda has been 
insufficient. 


Principal exporters of raw silk are 
as follows: the Asahi Silk, Gunze 
Sangyo, Hara Gomei, Katagura Kogyo, 
Nikko Bussan, Nichimen, Jitsugyo, 
Shin-ei Kiito and Yamato Sen-i. 


Sales of silk fabrics in the 9-month 
period from October 1946 to June 
1947 amounted to 1,680,000 yds. There- 
after during 5 months ending Decem- 
ber 31, 1947 sales by the Government 
amounted to 22,000,000 yds. In ad- 
dition, private trade concluded con- 
tracts covering 550,000 yds. Since the 
turn of the year, orders for 14,000,- 
C00’ yds. have been received. 


able to the absence of any giant muni- 
tions industry under their control. 


2. Capitalization 
(In Million Yen) 
Pro- Autho- 
visional rized 
Old Name New Name Capital Capital 


Teikcku Teikoku 500 950 

5 Dai-ichi .. 500 1,020 
Mitsubishi Chiyoda .. 900 1,350 
Yasuda Buji Soe: 970 1,000 
Sanwa Sanwa 1,000 1,000 
Sumitome Osaka 850 1,140 


The issue regarding capital was set- 
tled by arbitrarily fixing the amounts 
at 5 per cent of the risky assets of 
each bank as of March 31, 1948. Al- 
though 10 per cent was regarded as 
closer to the ideal, the stock market 
situation and other factors led to the 
choice of a smaller figure. It was 
decided that should shares subscrip- 
tions exceed the provisional capitals 
general meetings of shareholders 
would be called to decide upon in- 
crease of capital to the amount of 
stock sold. Subscriptions surpassed 
the set amounts of provisicnal capital, 
with the only exception of Sanwa. 
Therefor, the authorized capitals of 
the “Big Five” Banks have been in- 
creased. Public sales of stocks of each 
bank are limited to Y.30 million, and 
the remaining subscriptions are allot- 
ted to former creditors, employees and 
other connections. 
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i for dyes in order to enchance to the 

S.garingiwnl< Aeaaars greatest possible extent the value of 

Million Yen) fabricated textiles. Indigo and sul- 

sin phide dye plants in particular were 

Funds in Operati ‘resuscitated: the makers showing re- 
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Deposits ings Advanced counted Securities posits Assets Fhe latter also manufactures indigo. 

Teikok : I Y 

Daiichi } 21,498 6,874 18,252 1428 4,917 5,451 716 stmgrenale productions” xiscala ee 

Mitsubishi 22,788 2,509 14, 489 1,087 4,883 5,247 49 ry caer iS ae this = ean 

Yasuda, Wem... 26,067 3,348 16,586 997 6,084 6,328 52 pe an heer oe Een ee 

AnNwW aes eie.ate 19,494 4,540 14,279 1,441 4,431 4,601 118 or export purpo: * th y 500 ee 
Sumitomo 18,905 4,753 14,203 929 4627 3,429 98 current plant capacity the 7, 


Table 3 shows the principal accounts 
of the banks as they stood on March 
31, 1948, when the “old” and “new” 
accounts were combined. On that 
date Yasuda held the largest amount 


4. Deposits per Office, per 


in deposits, at Y.26,067 miJlion, Mitsu- 


hishi second with Y.22,788 million. 
The lowest was Sumitomo with Y.18,- 
905 million. 


Employee 


Total Number’ Av. Deposits Number Average Deposits 
Deposits of per Office (In of per Employee 
(In Million Yen) Offices Million Yen) Employees (Y.1,000) 

Ceikokuis 2. ey. 21,498 156 137 8,817 2,427 
Mitsubishi 22,788 157 145 7,382 3,087 
WET CER no cena 26,067 189 138 7,972 3,270 
Sanwa iar 19,494 216 90 7,354 2,651 
Sumitomo 18,905 140 135 6,672 2,833 


Table 4 is a breakdown of deposits 


by the number of offices operated 
and by the number of workers 
employed. Mitsubishi leads with 


the highest deposits for the number 
of offices it operates—average of Y.145 


million per office—while the lowest is 
Sanwa—Y.90 million. With the 
figures for deposits per employee, 
Yasuda is at the top with an average 
of Y.3,279,000 per worker, while Tei- 
koku, averaging Y.2,427,000 is last. 


THE DYESTUFF INDUSTRY OF JAPAN 


Japan’s dye industry was at its 
zenith in the mid-thirties. It was 
about this time that dyestuff exports 
flourished, and Mlitsui’s vat and sul- 
phide dyes were shipped by Mitsui 
Bussan Company in enormous quan- 
tities to China, the South-West Pacific, 
and other areas, shutting out the Ger- 
man I.G, Farben products from the 
Asiatic market. 


With the coming of war and the 
elimination of non-essential manufac- 
turing, the production of high qualits 
dyes was severely curtailed, leaving 
only vat and sulphide dyes which were 
required for military uses. The sur- 
plus dye plants were converted to the 
production of fuel and explosives; and 
numerous minor manufacturers were 
liquidated. Therefore, during the war 
years, Output was barely maintained 
at the low level of seven or eight 
thousand tons, or less than a tenth of 
the peak output years. 


After the defeat, there was a re 
conversion from munition production: 
but with plant deterioration, and with 
the shortages of raw materials, par- 
ticularly coal, hampering operation, in 
addition to the uncertainties attending 
reparation removals and the future of 
the dyestuffs business itself, the years 
1946 and 47 saw production wavering 
at the 2,200 to 2,900 metric ton level. 


The reopening of foreign trade and 
the revival of the textile industry as 
its main hope brought about a demand 


ton mark cannot be attained. 


The present capacity should be 11,770 
metric tons; but for dyestuffs requir- 
ed in processing export goods existent 
equipment will not suffice insofar as 
high grade dyes called for are short 
itams which necessitate complicated 
piocesses in manufacture. Therefore 
the types of basic, sulphide and vat 
dyes are to be increased to 19, 15 and 
19 respectively by the end of fiscal 
1948 (March 31, 1949) to make up for 
the current shortage; and by the adop- 
tion of a five-year plan effort is to 
be directed towards the attainment, 
by the end of fiscal 1953, of a goal of 
28,500 metric tons in capacity and 215 
—300 different varieties and types— 
roughly equalling the 1939-40 produc- 
tion. 


Naturally there are many difficul- 
ties attending the realization of this 
five-year plan. In the first place there 
is the problem of funds. Y2,000 mil- 
lion in loans have been obtained from 
the Reconstruction Finance Bank for 
the attainment of the goal set for the 
end of fiscal 1948; but it now appears 
that this sum will not be sufficient. 


Supply of Dyestuffs 
(In metric tons) 


Fiscal 

Year Tmports 
LOSS ues cythets . tana eee ees 1,162 
BTL TSG cin oer tet Peer ares Ae ca 1,156 
LOS a eS cf v0 se oo 2,315 
LOSON chee eb aes ton MOO 322 
POA Oaths cree: RS ee 136 
1 eS aE cr ME Rss ce a 92 
VOABi Wass «iki oe RAR a ore 648 
1945 nth svirop ees Se eee 114 
1946 \vodipergetn? corte De et = 
1947 as 


Domestic 
Production Exports Consumption 

15,851 6,116 15,188 
19,372 8,883 11,745 
21,415 6,032 17,698 
28,806 11,482 17,646 
24,837 6,804 18,169 
21,829 4.864 17.057 

7,837 2,491 5,994 

652 118 no data 
2,227 -: %, 
2,919 — 
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Annual Capacity by Variety of Dyes 


(In metric tons) 


August 1948 
Capacity Types 


Direct. Dyes) ...dcan 2,500 27 
Acid” Dyess. scare. 440 20 
Basic Dyes uit sn cme 480 8 
Mordant Dyes ..... 540 9 
Sulphide Dyes ..... 7,000 9 
Vat. DYGSF 5. sacar 440 8 
Naphthol Dyes 300 11 

"TOCALS Frcter.. signee 11,770 92 


1948 Fiscal 1953 Fiscal 


Year-End Year-End 
Scheduled Scheduled 
Capacity Types Capacity Types 
4,900 30 6,400 42 
580 25 1,150 40 
1,480 19 1,600 ig 
800 13 1,000 21 
7,130 15 15,000 37 
55 19 1,500 37 
500 15 1,850 19 
15,945 136 23,500 215; 
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MINERAL RESOURCES 


The value of Korea’s minerals lies 


more in their variety than in the 
quantity of any given mineral, her 
principal wealth being, however, in 


gold, iron, tungsten, and coal. 

The country was forced to play an 
important part in Japan’s war machine 
by supplying it with substantial pro- 
portions of iron ore, coal, tungsten, 
molybdenum, graphite, mica, and 
magnesite ore. Beginning in 1936, 
several synthetic oil refineries were 
built on the peninsula, while both 
anthracite and bituminous coal were 
mined and shipped to Japan. 

Korea’s production of iron ore in 
1944 is believed to have been about 
5,000,000 metric tons (roughly 1,800,000 
tons of iron), most of it from the 
Musan field in the northeast. About 
1,400,000 tons of concentrates (averag- 
ing 65 percent iron) are believed to 
have been shipped to Japan. Tungsten 
and molybdenum are thought to have 
been the principal ferroalloys produc- 
ed, but Korea also extracted small 
quantities of manganese, chromium 
ore, nickel, cobalt, and vanadium. <A 
number of nonmetallic .minerals-- 
fluorspar, mica, graphite, salt—-were 
also available. Korea extracted about 
150,000 tons of magnesite ore annually, 
and also obtained some magnesium 
from sea water, especially near Chin- 
namp’o. Production of smelted copper 
was believed to be 10,000 to 20,000 tons 
annually. In 1943, 7,000 to 10,000 tons 
of recoverable lead and about 8,000 
tons of recoverable zinc are believed 
to have been mined in the country. 

Abcut 6,500,000 tons of coal are 
estimated to have been produced in 
1944. Most of the anthracite was 
obtained near P’yongyang in the North 
West, although production in the 
Neietsu Field, in the South West, was 
believed to have increased substantially 
since 1936. Most _of the bituminous 
and brown coal was produced in the 
North West. 

Mining in Korea was begun by 
foreigners. The first enterprise was 
started by Mr. James R. Morse, an 
American, who was granted a con- 
cession in the Ulsan District of the 
North Pyung-an’ Province in 1896. 
Later, two concessions were made to 
Russians in North Hankyung Province, 
one to Germans in Kangwon Province, 
and one to Englishmen in South 
Pyung-an Province, all of which, how- 
ever, were later abandoned. The mines 
actually in the hands of the conces- 


Direct 

Dyes 
Mitsui Kagaku .......... 18,000 
Mitsubishi Kasei ......... 42,00 
Nisshin Kagaku .......... 71,000 
Hodogaya Kagaku ....... 25) 600 
Nino ea Rake Fs obis:.0hs, ore 16, 000 
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OF CHOSEN (KOREA) 


sionaires at the beginning of the 
Japanese regime were: (besides the 
above-mentioned Ulsan Mine) Suan 
Mine in Whanshai Province, conceded 
to Englishmen, Chiksan Mine in South 
Choonchung Province, to Japanese; 
and Changsung Mine in North Pyung- 
an Province, to Frenchmen. 

Until the Japanese regime had be- 
gun in 1905, nearly all foreign mining 
was for gold and silver bearing ores. 
Mining administration in Korea was 
extremely ill-managed, deeply cor- 
rupted by bribery, favouritism, and 
overlapping functions of the Imperial 
court and government. While mines 
were under the control of the Minister 
of Agriculture, Commerce and Industry 
concessions were often granted secretly 


to Koreans or foreigners by the 
Emperor without consulting . the 
Cabinet. In some cases a concession 


granted at one time was revoked at 
ancther without good reason or com- 
pensation, and wantonly bestowed 
upon another person. Frequently the 
same. concession was- granted to 
different parties, causing dispute and 
litigation. Then the mining-tax was 
collected not only by different Depart- 
ments of the State, but also by the 
Imperial Household itself, and often 
twice over, while the local authorities 
also imposed an arbitrary tariff. 
When the Japanese came into power 
in Korea they enacted laws which 
provided that (1) all state mines were 
to be brought under the control of the 
Minister of Agriculture, Commerce 


-and Industry, to whom application for 


concession was to be made in accor- 
dance with the provisions of the laws, 
(2) all mines, the ownership of which 
could not be definitely established, 
were made State property, (3) mining 
districts were to be of fixed extent, 
and mining was prohibited in certain 
localities, (4) in case of necessity, 
private lands were made liable to ex- 
Propriation, (5) full protection was ex- 
tended to mining concessions, and 
eancellation of such concession could be 
made only in accordance with the 
provision of the laws; (6) concession 
rights were made the object of transfer 
by sale, gift, or succession, or of mort- 
gage, (7) taxes were to be levied on 
mining products and districts, and fees 
charged for concession, (8) in case of 
several applications, concessions grant- 
ed by the priority of application, (9) 
boundaries of mines belonging to the 
Imperial Household were to he rede- 


Dye Manufacturers by Varieties 


(Capacity in metric tons) 


Acid Basic Mordant Sulphide 
Dyes Dyes - Dyes Dyes 
6,200 — 28,700 331,000 
3,300 1,700 — 10,000 
12,000 1,500 _— 88,000 
5,900 25,000 — — 
7,000 4,000 5,000 294,000 
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fined and publicly announced and 
(10) any matter relating to foreigners 
in executing these laws and regula- 
tions was to be _ referred to the 
Resident-General for his consent. 

These laws were later found to be 
inadequate and _ further legislation 
provided to replace the old ones. The 
main changes were (1) the prohibition 
of foreigners from acquiring new 
mining permits in Chosen, except in 
the case of a corporation organized by 
foreigners as a Japanese legal being, 
(2) the addition of 12 important 
minerals, such as tungsten, molyb- 
denum, chromim, etc., to the list of 
mining products subjected to the 
Mining law, (3) the recognition of a 
right in rem in the mining right to 
which the regulation concerning im- 
movable properties is applied, and 
(4) the application of the law of 
expropriation for mining operations. 
But the mining concessions granted to 
foreigners by the former Korean 
Government, and the mining rights 
acquired by foreigners according to 
the old applications for mining per- 
mits filed with the authorities by 
foreigners according to the old regula- 
tions and not granted at the time of 
the enforcement of the new regula- 
tions were all rejected. 


Present Conditions 


The Bureau of Mining is engaged in 
the work of getting Chosen’s mines 
back into running order and producing 
the coal and minerals which the penin-.. 
sula needs to develop its internal in- 
dustry. The following is a summary 
of action which this Bureau is taking 
in restoring Korea’s mining prosperity 
and stabilizing her economy. 

There are ten large copper mines in 
Korea below the 38th parallel. At 
present one is in operation, the Ilkkwan 
Mine, on the southern tip, and three 
others will begin working upon ap- 
proval from the Bureau of Mining and 
the securing of a loan from the Bank 
of Chosen. These ten mines cannot 
produce enough copper to meet Korea’s 
needs. However, they will be opened 
to provide raw ore for the Janghang 
smelter thereby helping to alleviate 
the cooper shortage. The only smel- 
ter in Southern Korea is the Janghang 
Smelter near Kunsan on the western 
coast. It hus a possible capacity of 
146 tons of electrolytically refined 
copper per month with plans being 
perfected by the Bureau to increase 
its capacity. As the electrolytic cop- 
per is produced, the Janghang Smelter 


EE LE PL ND TT LE OS LS AL TLS SE RE ATL I EIEN OS ERG ERC EE EET EE TT NETIC 


Vat Naphthol 
Dyes Dyes Others Total 
2,500 14,300 _ 400,700 
6,000 —_ 1,000 64,000 
_ _— 2,500 95,800 
= = — 56,500 
31,000 —_ —_— 357,000 
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pays the operators for it and then 
distributes it to the manufacturers 
according to priority, copper wire 


mills holding the highest priority at 
present due to the need for production 
of electrical equipment. 

The Janghang Smelter is under the 
jurisdiction of Bureau of Mines and 
the Chosen Mining Development and 
Gas Corporation. It is then further 
treated by metallurgical processes and 
cast into anodes. These anodes, acting 
as positive poles, are placed in vats 
and immersed in a sulfuric acid bath. 
Electricity is passed into the anodes 
and an electrolytic process takes place 
in which the molecules of copper are 
passed through the acid to the nega- 
tive poles. The impurities in the cop- 
per precipitate to the bottom in the 
form of a sludge, leaving the copper 
on the negative poles 99.9% pure. 

All gold mines were closed and 
stripped of their equipment in 1943 
by the Japanese who transferred the 
materials, equipment and manpower 
to mines producing maierials more 
urgent to her war needs. Before the 
war the mines were netting 30 to 40 
million U.S. dollars a year, which was 
nearly half of the total gold produc- 
tion in the Japanese Empire. In 1916 
the output was worth 15 million yen. 

The first mine in Korea was also 
the first gold mine on the peninsula. 
‘Named the Ulsan Mine, it was first 
conceded tc an American in 1896 who 
formed the Oriental Consolidated 
Mining Company, incorporated under 
the laws of West Virginia, with five 
million dollars capital, annually pay- 
ing a royalty to the Korean Govern- 
ment of 25,000 yen. By 1908 the mine 
had netted over ten million U.S. dol- 
lars and during the year of 1909 its 
valued output was U.S$1,716,009. 

The legal price of gold is only a 
fraction of the real value and all gold, 
lode or placer, must be turned over 
to the Bank of Chosen. However, 
most Koreans engaged in gold mining 
are selling their gold on the black 
market. 

No policy has been formed by higher 
authorities for rehabilitation of gold 
and silver mines. 

At the advent of the Japanese re- 
gime in 1905, rich coal beds in the 
neighbourhood of Pyengyang were leas- 
ed to a French Firm and another com- 
pany (Korean and American nartner- 
ship). 11 mines paid the Imperial 
Household of Korea 25 percent royal- 
ties. Beginning in 1907, the Japanese 
Government established a coal mining 
station on the rich an‘hracite vein 
which extends along the Taidong River 
near Pyengyang. The products of this 
mine were mostly supvlied to the 
Tokuyama Coal Brique! Factory of the 
Japanese Navy. 

Samchok is the largest coal mine in 
South Korea and is situated on the 
East coast. Its only outlet is by water, 
although the Japanese had begun a 
railroad to connect with it several 
years ago, never completing it. 
‘stockpile of 400,000 tons of anthracite 
coal is being hauled out by steamer tu 
the ports of Pusan, Kunsan, and Inchon 
at the rate of 50,000 tons per month. 
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KOREAN GINSENG, TOBACCO, SALT & OPIUM 


The production, manufacture and 
distribution of tobacco, salt, ginseng and 
opium are controlled by the Korean 
Government Monopoly Bureau. The 
Monopoly Bureau was established by 
the Japanese in order to control cer- 
tain products, either for the purpose 
of preventing illicit use of certain 
items, or of raising revenue. When 
the United States Forces arrived in 
Korea, it was deemed necessary to 
keep the Monopoly Bureau function- 
ing so that opium would not be placed 
on the market, and so that the revenue 
obtained from salt, ginseng and tobac- 
co would not be lost. The herb gin- 
seng has been controlled for two 
hundred years in Korea; salt and to- 
bacco were controlled by the Japanese 


Ginseng 


According to old Chinese medical 
books, ginseng was taken internally 
to preserve youth and prolong life. 
hasten recovery from illness, streng- 
then the body before and after child- 
birth, prevent hysteria and nervous 
breakdown, assure virility and pre- 
vent excessive weariness and diabetes. 
Actually, it has never been medically 
proven that ginseng prolongs potency; 
and it is used chiefly in China. none 
of it going to Western Nations. 

Wild ginseng grows’ sparsely on 
hillsides and mountain slopes, but the 
Koreans early learned to cultivate the 
plant, 

About 200 years ago, the govern- 
ment charged a tax on the growers 
and the Lee Dynasty established a 
ginseng manufacturing section and 


Other anthracite mines are the Hwa- 
sun Min in Kangwon-de which  pro- 
Guces 12,000 tons per month and has a 
stockpile of 35,050 tons, the Umseung 
Mine, in Kyongsong-pukto, producing 
3,000 tons, Yongwol. in Kangwon-do, 
1,500 tons production, and Tanyang. 
just being developed in Chanchong- 
pukto, having a 4,000 ton stockpile. 

There are two soft coal mines in 
operation, the Kyonju Mine in Kyong- 
sung-pukto, producing 2.300 tons, and 
the Ulsan Mine, in Kyongsang-namdo, 
producing 800 tons per month. 

One big problem confronting the ad- 
ministration of the mines is supply of 
enough rice to feed the mine workers 
who require two to three times the 
daily amount of most persons due to 
the strenuous nature of their work. 
There is also a snortage of trucks, but 
more vehicles have been requested for 
import. The railroads are not, able to 
haul the coal away from the railheads 
as fast as it is mined. 


Korea is reputed to possess the 
largest tungsten mine in the world. 
Located about 80 miles from Seoul on 
the eastern coast, the Sangdong Mine 
is working with only half a crew, pro- 
Gucing 45 tons of tungsten concentrate 
per month. Its normal production is 
5.960 tons per year of 55% WO3. Much 
tungsten ore has been shipped to 
Hongkong. The US and USSR are the 
main buyers. 


placed an agency in Kaesong to con- 
trol the cultivation and manufacture 
of the plant. This was the beginning 
of the ginseng monopoly. The local 
cultivators resented this direct gov- 
ernment control of their business and 
gradually the business decreased. In- 
sects were destroying the roots and 
the growers nearly stopped cultiv- 
ating the plant. In 1908, however, the 
Ginseng Section of the Administra- 
tive Bureau was established for the 
purpose of assisting, protecting and 
inspecting the giiseng growers in the 
Kaesong area. The business revived 
rapidly, and a Ginseng Bureau was 
established. 

Before the annexation of Korea, 
Japaiese business interests were try- 
ing to receive exclusive rights from 
the government for exporting ginseng 
to China and throughout the Orient. 
After annexation, the Japanese took 
special interests in ginseng and con- 
tinued to tax the selling of ginseng 
and licensing of cultivators. 


There are general areas in Korea 
set aside for the cultivation of 
ginseng. At the present time, the 


four areas that have been determined 
are the northern parts of Kyonggi-Do, 
Choila Pukto, Chungchong Pukto and 
Kyongsang Pukto. Within these 
general areas, it is forbidden by law 
to plant ginseng unless a license is 
obtained from the Monopoly Bureau. 
These lic2nses are numbered and state 
specifically the authorised areas each 
farmer or land owner may utilise 
each year for growing this crop. 
During March and April every year, 
ginseng is planted in a seedling bed. 
Between the middle of March and the 
latter part of April of the following 
year, each seedling is pulled out and 
examined at the Kaesong Ginseng 
Monopoly Branch. The nature of the 
ginseng root is unlike’ other plants, 
and is very delicate. During the first 
year’s growth, many smal! roots suffer 
from bugs, blight and other vermin. 
Therefore, it is difficult to maintain a 
good harvest. After all yearling roots 
have been examined, those suitable 
for replanting are returned to the 
farmer and replanted. Five years 
after transplanting ginseng is harvest- 
ed during September and October by 
the farmer and all roots are brought 
into the Monopoly office for re- 
examination. The Monopoly Bureau 
selects the best of these roots and 
returns the rejected ones to the farm- 
er, who sells them to the Kaescng 
Ginseng Cultivators Association. The 
purchasing price paid to the farmer 
is based on the costs of cultivation 
during the six growing years and the 
quality of the ginseng. Under the 
Japanese, however, the purchasing 
price had been fixed by the Govern- 


ment and had not changed in thirty 
years. 


Raw ginseng, the harvested ginseng 
root, is processed by cultivators’ as- 
sociations or at the Government’s Red 


1948 


FAR EASTERN ECONOMIC REVIEW 


Ginseng factory at Kaesong. The raw 
ginseng is made into white ginseng by 
removing the skin from the roots and 
drying them in the sun. Roots are 
then cut into various lengths and put 
into boxes for distribution in Korea. 
White ginseng is made into medicine 
for internal use, tea and wine. 

Raw ginseng, purchased by the 
Monopol” Bureau, is steamed and 
dried in the sun cr by steam heat 
in the ginseng factory. It is prepared 
for distribution to China exclusively. 
Extracts and a powder substance are 
manufactured for distribution through- 
out Korea. Red ginseng is made into 
medicine, tea, and a liquid which is 
rut into bath water to sooth the skin. 


Tobacco 


There is considerable controversy 
concerning the origin of tobacco in 
Korea. Iz is believed to have been in- 
troduced into Southern Korea from 
China during the 17th century. At 
first it was planted only in the southern 
provinces, but gradually it spread 
to all the provinces in Korea. 

In i905 the government, under the 
Tiee Dynasty, made a survey of the 
tobacco farmers, and, in 1909 levied 
a tax on the planting and sale of to- 
bacco for the purpose of adding re- 
venue to the treasury. At this time, 
tobaccg cultivation was _ primarily 
for home comsumption and the gov- 
ernment tax was very small. 

In 1910 a tax was levied on manu- 
facturing in addition to cultivation 
and sales taxes. At first it was impos- 
sible to adopt a complete monopoly 
on tobacco’ and, therefore, some ex- 
ceptions were made whereby certain 
people could plant, manufacture and 
sell rough-cut tobacco at their own 
discretion. In 1922 the government 
began to manufacture and sell rough- 
eut tobacco and gradually began to 


restrict its private cultivation and 
manufacture. In January 1927 the 
government had completed control 


over all cuitivation, manufacture and 
distribution of tobacco. 

Since 1937, the demand for ciga- 
rettes and leaf tobacco has increased 
Instead of increasing the supply, the 
Japanese reduced the distribution in 
Korea by rationing cigarettes through 


retail stores and exporting consider- 
able quantities of leaf f>»acco to 
other Japanese areas. The income 


from tobacco sales provided approxi- 
mately 80% of the Monopoly Bureau’s 
gross revenue. ‘ 

Since the liberation of Korea _ in 
September 1946, the Monopoly Rureau 
has attempted to rebuild the tobacco 
activities along democratic principles. 
Agreements were made with farmers 
during February and March for pur- 
chasing leaf tobacco during the Win- 
ter months according to a fixed price 
plus a cost of living index. In the past, 
the Monopoly Bureau set the price 
for purchasing leaf tobacco in the 
Spring without regard to the farmers’ 
cost of production or living standard. 

During January and February, the 
farmers within approved general areas 


requested the Monopoly Bureau for 
permission to cultivate tobacco. The 
licenses granted every year to farmers 
indicate the license number, acreage, 
brand of tobacco and the farmer’s 
name. A small sign is posted on the 
farmer’s home listing the information 
contained in the license. In March to~ 
bacco is sown in the bed and plants 
are transplanted in the fields during 
May. During June and July, Monopoly 
employees visit the licensed growers 
for the purpose of assisting the farmer 
during the cultivation period. During 
September and October, Monopoly 
Bureau employees’ visit the farmer 
again for the purpose of determining 
the amount of tobacco harvested and 
dried by the cultivators during 
November, December and January, 
and arrangements are made by the 
Monopoly Bureau to purchase the en- 
tire crop in Korea. 

There are seven tobacco factories in 
Korea. These factories were purchased 
and taken over by the Monopoly 
Bureau in 1921. At that time, the 
equipment was in poor condition and 
it was impossible to meet the demand 
for tobacco products. Gradually the 
factories were enlarged and_e re- 
equipped ‘with modern machinery. 
They were able to manufacture eleven 
billion cigarettes each year. During 
the war these factories were unable 
to maintain production at normal level 
because cf insufficient parts to replace 
worn out or broken machinery. Since 
the liberation, Koreans have been 
planning to have the factories in the 
American Zone produce seventy per- 
cent of maximum capacity. 

Each factory possesses buildings and 
facilities for the welfare of employees, 
Lunch rooms are provided, male and 
female bathing facilities are available, 
and physicians, dentists and nurses are 


employed to provide medical care 
for employees. 
A printing plant located in Seoul 


supplies all factories with printed to- 
bacco packages. In order to eradicate 
all former Japanese characteristics re- 
garding names and design of various 
tobacco products, a public contest was 
conducted to determine the design of 
new packages. From 377 designs, sub- 
mitted by 142 amateur Korean artists, 
twenty styles were adopted. 

From the factories, products are dis- 
tributed to Monopoly branch offices 
which sell to retailers. At first, re- 
tailers had on hand stocks from pri- 
vate manufacturers which were less 
expensive than government products, 
but by prohibiting private manufacture 
and sales, government business in- 
creased. 


Salt 


In ancient times, along the coast 
and on the nearby islands of Korea, 
salt was expensive, so when the 
Chines? began to import sun-evapor- 
ated salt into Korea in 1902, the gov- 
ernment began experimenting in this 
new process. In every home, Koreans 
use salt for pickling and for making 
bean paste and soy sauce, and oc- 
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casionally for seasoning food. There 
are many industrial uses for salt, in- 
cluding gun powder, soap, medicine 
and chemicals. Fishermen use large 
quantities for preserving and canning 
fresh fish. 

During the Lee Dynasty there was 
a small tax on production of salt by 
boiling process. In 1920, however, the 
tax was abolished and when, in 1928, 
the tax on imported salt was also 
abolished, the amount of salt import- 
ed into Korea increased tremendously 
and the Korean producers found them- 
sélves unable to compete with the 
cheaper salt that was being imported. 
In order to control imports and pro- 
tect the Korean producers, the Gov- 
ernment, in March 1930, promulgated 
an ordinance controlling all salt im- 
ports. 

Most of the salt in Korea is produc-. 
ec by the solar-evaporation process. 
There are six salt fields south of the 
38th parallel, with a total of 7,131 
acres, but there is a shortage of salt 
in Korea compared to normal demand. 
The Japanese had planned to increase 
the production of salt to a point 
which would make the peninsula self- 
sufficient. 

Since the liberation of Korea the 
Monopoly Bureau has taken measures 
to insure and increase salt | produc- 
tion. Means were instituted to train 
Koreans as salt engineers and tech- 
nicians. Repairs and construction of’ 
salt fields are being carried out, and: 
permission has been given to Koreans 
to proceed with the construction of un- 


completed, formerly Japanese-owned, 
salt fields. 
Opium 

In the sixteenth century, merchants 


from India and Turkey, in addition 
to their cargoes of jewels and_ gold, 
brought into China a more profitable 
item, the drug, opium, then used chief- 
ly as a medicine by the Orientals. In 
a short time, however, the _ seas 
through which these ships traveled be- 
came infested with pirates, and the 
Chinese, unable to import all of the 
opium they wanted, found it necessary 
to produce their own supply of the 
drug. The poppy from which opium is 
obtained was then cultivated through- 
out China and Korea. Near the close 
of the seventeenth century people be- 
gan smoking opium as well as using 
it for medicinal purposes. At first 
it was smoked with tobacco and later 
it was smoked by itself. Vast numbers 
of people became addicted to the drug 
and, with strength rapidly drained 
from their bodies and minds, craved 
for the drug at all costs, often until 
they were destroyed physically and 
mentally. 

In Korea, large quantites of opium 
were manufactured. When it became 
evident that the general abuse of the 
drug was doing tremendous harm, 
the sale and importation of opium was 
prohibited. But smugglers continued 
to bring the drug into Korea, and the 
illicit traffic of narcotics grew rapidly. 

The policy of the Governme:t in 
Korea regarding opium poppies, cuca 
leaves and narcotic drugs is to pro- 
hibit all activities connected with the 
production, distribution and use of 
those drugs for non-medical and non- 
scientific purposes. 
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INDO-CHINA 
1938 1947 1948 
UNITS Monthly Sept. June July August Sept. 
Average 
INDUSTRIAL PRODUCTION 
SCOal Beer esr Gaus pract Risch eke: 1.000 T. 194,6 25,0 20,4 23,9 25:7 25,2 
Coneat (Cio ‘ = 4,3 71 8,6 10,1 9.7 
(Tonkin) P(BrOVe se nacine cease mA 22.2 3,2 7,8 6,4 12,4 10,3 
COLON ALN a isis cate Tons 708 6.9 9,4 12,0 77,4 — 
Aicohol “(Cochinchina)) “0.2... 1.000 Ib. 1.830 413,9 391.4 423,0 503,7 476,2 
(Cambodia) .. secicr's ie 350 432,9 603,0 584,6 585,4 —_ 
Beer (Cochinchina) .......-... 1:00 Hl — 11,4 11,7 133 14,2 15,4 
Sugar eee, ) Nebo e esis, Gist sks Tons 981 1.236 1.039 872 943 757 
Salt a  aiatare tsi = 3.072 188 —_ 164 43 113 
Tobacco ee nano 9 278 240 315 256 231 248 
Soap 72% E Weeiete hisiscce: “y _ 187 800 — —_ —_ 
Oxygen Oy Msc 1.000 m3 120 15,9 16.2 172 21,7 19,9 
Acetylene il Cie icttdsiins a 30 8,7 8,0 6,9 10,4 fy 
SHIPPING REPORT 
Saigon: a 
Arrival (Namber: &). erent cacint Units 79 34 53 53 52 56 
(Tonnage, erie cise 1.000 T. 324.0 i Ia} 116,8 156,5 110,8 163,1 
Departure (Number .......... Units 74 35 5a 56 51 52 
(Tonnage? ssc ak 1.000 T. 301,0 97,0 124,2 150,6 117,8 145,9 
Cargoadischarged= | iiinensse + dare ot 43,3 24,7 64,6 53,8 53,6 59,7 
6 TOACEC etna tere tetanc.os SNe es 142.4 25,4 41,5 61.7 58.0 52,2 
Haiphong and Baie d’Along: 
Arrival (Numbers WGteee.. ak Units 519 i8 15 21 aby —_— 
(Ponnage so ocse. ths 1.000 T. 205,7 26,5 35,3 29,1 20,1 _ 
Departure (Number .......... Units 518 16 18 16 20 _ 
(Tonnager .h.ces5 oes 1.000 T. 200,8 24,3 40,5 19,4 21,0 — 


9 months 


234.3 
64,6 
68,9 


4.097,0 


113,8 
12.729 
3.811 
2.542 


158,3 
68,0 


THE FOREIGN COMMERCE OF INDO-CHINA 
STATISTICS OF IMPORTS AND EXPORTS FOR THE FIRST SEVEN MONTHS OF 1948 


1938 1947 1948 
DESIGNATION UNITS Monthly July April May June July 
Average 
IMPORTS 
SOLDUR TONNAGE.) Goer et es rece oie 1.000 T. 40,8 15,0 26.5 36,9 39,3 24,9 
TOLL BV Oein | Fe kote our eee million I.C.$ 16,2 71,3 196,0 202.5 214,2 167,8 
Principal Countries of Origin 

WEANCE, ous fie aw ates Bee ksi 1.000 T. 10,4 6,3 11.5 10,7 13,1 8,4 
Brench Empire ~ S..2.05. occas "4 Nee 0.1 0.7 3,9 3 5,7 
CHES Ale acid eee cts sce 3 2:2 1,9 ee 6,9 5,4 2,9 
VACA es pothele oalcethe cine eae » is} 0,4 0,5 0,6 bg 0.4 
Hongkong > Ox. ree se elon Oe eis 3,8 0,8 0.3 0,2 0,1 0,2 

BREED AE IR wae OCR ES Cee ade ” was 4,2 3,8 7,6 4,9 2.6 
Chinaerintde.. Mehrrah te he once 4 2,5 — 1.0 13 1,4 1,0 
Sigme Rae Peer. ete ees. sueeetes ¥ 3,4 0,4 15 i-2 an a 
PLANCEM | chee alas ion Haelo se we 1.C.$ 1.000 8.483 87.293 97.548 123.224 106.648 102.532 
Brench eM Mpa” acne ose eee ee . 645 1065) 3.534 8.506 5.705 5.296 
Ue ShaZako toc deste Oni: ORE ‘5 816 4.718 36.003 26.122 34.700 24.178 
NGA Gitecaw tiers errs te £ 462 1.038 2.389 3.144 8.539 2.029 
Bion gone Vertis. cases sue suse oe ” 1.195 1.205 1.539 1.634 786 1.425 
N. Ez Sp OT Oar ato Ae wae h 705 1.185 2.376 4.848 3.264 3.627 
China Pike Keay y. rawr wa. Leen és ned 92 474 9.4569 12.638 14.043 9.469 
Siam Eevee h ie. oe ka te ee a 300 716 5.945 4.993 5.654 6.118 

Principal Products 

Eiving Animals ...... ct ah aie Tons 222 = 279 225 324 222 
INGLE ESC diene ott Se aS » 477 317 423 348 334 294 
WihGAE ME OUI gor anraecsucthacs ee crete ” 2.017 = 208 991 21 326 
Botatoce eee ee ‘ 387 979 394 528 1.045 329 
Sua ee err cease oR aie cla ee 120 = 35 3.331 5 
OWACCOR, aed Oe has teeke ice teat ate 342 298 279 257 264 157, 
Wee ata bese armen er eran ater 1.352 369 497 615 445 560 
MWiIMGw esate te nacdocc acts iat te ” 771 752 793 788 eee 1.187 
TEIGQUOLMMe acerca eet cee ene cise ” 33 157 92 132 199 110 
Patroleunl secre meme cae, _ 9.604 4.322 5.022 9.465 7.061 3.133 
ICE RIS! See asthe corse tatiaerenanere cantante ” 4.360 333 1.267 1.191 1.548 1.102 
IAT £ counte.s, oats Chie thtaauinooten ads ” 312 al 137 123 277 135 
Uuter Bags kee icaeatiestye s ” 1.733 366 498 564 1.573 373 


7 months 


195,6 
1044,4 


WwreD 
NASCAOWANO®-1 


ow 


11, 
554.150 
29.132 
181.435 
18.450 
8.677 
23.076 
66.185 
30.568 


1.648 
2.072 
3.329 
3.569 
3.459 
1.590 
2.921 
5.772 
715 
48.613 
8.240 
1.033 
3.623 


1948 
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Cotton Goods 
Paper 
Machines, Tools 
Metal (Goods5..2- 6 ess ene 
‘Rubber Goods 

Automobiles ..... 

Living Animals 
Milk Products 
Wheat Flour 
Potatoes 


Liquor 
Metals 


SULEE BARS ue fico caerdlecte iso.ecs'eie 
Cotton Goods 
BP ADOI I oeptete sen aac.6 oe cates tiers 
Machines, Tools 
Metall Goods! irc cicecs.05.05. 2-400 
Rubber, Goods 
Automobiles 


Total Tonnage 
Total Value 


clea Rae Rs 
U. S. A. 


awa des: 1 ing. seit oe wih ena 
Fish, Salt, Smoked 
Fish Oil 


aize 


CECHIEOR eine oe at 
RWEOKED «cen caccsels. 


Rubber 


HUAWEI ICES See ios eeve mise heasieneiesain 
Fish, Salt, Smoked 
Fish Oil 


AME Ng Scat id slant vant 
PSOne ih 2 co rannneen.: 


i) 


_ 1938 1947 
UNITS Monthly July April 
Average 
as 673 424 890 
” 976 658 1.301 
5 587 978 813 
”» 1.064 972 1.833 
i 140 175 174 
Number 192 132 361 
I.C.$ 1.000 38 —_— 4.753 
re 373 1.214 3.285 
” 330 — 620 
” 31 925 739 
” 24 sora 43 
oA 335 1.683 3.803 
5 166 1.692 3.501 
Pe; 244 6.155 4,441 
9 62 2.758 1.738 
” 864 1.369 3.928 
” 1.602 606 2.836 
” 811 505 5.772 
” 532 973 2,357 
ce 23046 8.673 45.725 
ry 593 3.809 10.502 
. 1.146 4.243 11.784 
ss 745 3.879 8.897 
% 285 2.536 3.068 
ee 470 1.707 9.428 
. -EXPORTS 
1.000 T. 332,9 9,8 . 29,8 
million I.C.$ 23,7 24,7 49,8 
Principal Countries of Destinat 
1.000 T 10, 3,5 6,4 
es 11,6 0,1 0,3 
e 230 1,2 0,3 
a 47,1 1,0 5,0 
Ss 11,7 ans 6,1 
* 41,2 is) 9,6 
_ 2,2 1,1 0,8 
1.C.$ 1.000 11.377 15.023 31.435 
+ 1.357 322 721 
; 2.078 2.400 1.380 
ie 2.330 2.555 5.622 
F 2.455 1353 5.038 
3 637 1.873 1.619 
A 122 1,213 1,882 
Principal Products 
Tons 197 54 96 
9 2.683 112 207 
79 376 558 
‘ 358 274 253 
” 45.668 _ 416 
. 5.774 — 309 
* 56.066 1.924 35223; 
5S 14.595 936 996 
Fis 8.261 267 2.977 
” 460 183 108 
7 164 2 20 
= 21 1 4 
re 4.835 4.177 2.513 
” 316 58 91 
3 12.125 —_ 1.984 
55 131.733 — 8.621 
A 193 — a 
1.C.$ 1.000 150 775 1.443 
+ 591 659 1.221 
= 9 1.334 1.927 
a) 64 404 1.518 
. 4.190 _— 827 
35 518 — 369 
e 5.945 2.502 9.379 
“6 1.293 1.008 1.795 
» 430 255 2.381 
“A 143 2.974 2.356 
. 180 355 324 
a 4 45 156 
. 5.173 11.435 16.759 
- 183 200 606 
is 214 _ 977 
iS 1.025 — 1.389 
579 —_— —_— 


37.754 
3.493 
26S 
290 
25 
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ECONOMIC REPORTS FROM INDONESIA 


Imports and Exports 


First seven months of 1948:— 


Imports Exports 
1948 1000 Fis. 1000 F's. 
tons million tons million 
Geta Retort ~ 310 111.- 336 45.4 
WeDiee es es ee 102 464.1 289 61.9 
VISTI Big oreo! e\ece 164 122.7 333 66.1 
AD ome oc nisocevecs 107 64.5 386 71.9 
Maye iors css 166 77.9 473 86.8 
DUNE. Oe lace icevece 116 82.4 416 95.4 
Monthly aver- 
age during 
first half of 
OSS ie sie 3 evs 16l 687.1 372 «(T12 
OEY tere leis ecscads 156 82.8 559 110.- 
The main import items were (in 
million guilders): 
First six months June July 
Monthly average 
Riceweec cence 6.1 7.6 8.2 
Textiles 20.4 13.7 9.7 
Machinery .. 7.4 Itt 9.- 
The main export items were (in 
million guilders): 
First six months June July 
Monthly average 
Petroleum 
products .. 16.7 19.2 28 
Ane OLEGm <5: eee 12.9 Be) 12 
Copra ag cere 10.9 10 19 
Rubber Poe Wis | 25.9 26 
The main countries of origin were 
(in million guilders): 
First six months June July 
Monthly average 
Netherlands . 17 14.5 igjel 
United States 20 17.5 23.8 
Japan ~ sss 13.6 10.5 3.7 
United a 
Kingdom .. 5.8 Ni 6.7 


The main countries of destination 
were (in million guilders): 


First six months June July 
Monthly average 
Netherlands 27.9 42.1 40 
United States 12.3 17,5 15 
Singapore . 12.6 8.9 14 
JADSNaee tee ae 2.9 4.2 5 


Index Numbers of Food Prices in In- 
donesia 


Weighted index numbers of the 
prices of 19 foodstuffs:— 

January June July 

1948 1948 1948 

Bataviaser.. or. 1,940 1,115 1,145 

Bandoeng - 1,832 1,014 943 

Soerabaja esao 906 848 

Palembang . 1,960 1,390 1,436 

Bandjermassin 1,900 1,332 1,050 

Ambonee..2 5:5 1,826 1,252 1,259 


Reconstruction in West-Java 

The tea factory of Pasirnangka in 
West Java, which before the war was 
the greatest tea producer in the island 
with an annual output of 5 million 
half kilograms, has been reopened. It 
is hoped that this plant will attain a 
productive capacity of 2% million half 
kilograms of dry tea in the course of 
next year. 


Estimates of Sumatra Tobacco Crop 
1948 


It is reported from Medan, that this 
year’s total tobacco crop on Sumatra’s 


East Coast is estimated at from 15,000 
to 16,000 bales. This is a considerable 
increase compared with last year, 
when the production amounted to 750 
bales. Pre-war crops averaged about 
125,000 bales. 


West Borneo in August 


The economic situation in West 
Borneo in August 1948 was featured 
by the advancing price of rice due to 
the depletion of stocks. This ten- 
dency, unless prompt action is taken, 
is bound to have an adverse effect on 
rubber exports. 

In August a total quantity of 7,100 
-tons of rubber was shipped against 
5,257 tons in July. Supplies of copra 
amounted to 5,675 tons in August com- 
paring with 6,007 tons in the preceding 
month. 


Commercial Intercourse between Indo 
nesia and Malaya 


It has been officially announced that 
talks based on the agreement of March 
23, have been held at the Hague be- 
tween British and Dutch authorities 
on regulations regarding trade and 
payments between Singapore and the 
Malay Federation on the one hand and 
Indonesia on the other. The discus- 
sions have resulted in agreement be- 
ing reached on the working-out of a 
practicable formula for calculating on 
the basis of Malayan trade statistics, 
the amount of American dollars Indo- 
nesia may demand from Malaya on 
account of the transit of Indonesian 
products via Singapore and Malayan 
ports to the United States. 
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